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PROCEEDINGS OF THE ROYAL COMMISSION OF INQUIRY 
IN THE MATTER OF THE FARMERS BANK 
OF CANADA. 


The Commission held its first meeting at 11 A.M. March 4th, 1912, at Osgoode 
Hall, Toronto. There were present the following: 


Hon. Srr Wiiti1AM R. MerepirtH, Commissioner. 
Frank E. Hoperns, K.C., Counsel representing the Dominion Government. 
EK. Niewp, C.S.R., Official Stenographer. 


There were also present counsel mentioned below. 

Mr. CoMMIssIONER: Have you the notice, Mr. Hodgins? 

Mr. Hoperns: I might mention that public notice was given in all the Toronto 
papers, morning and evening, during the past week. 

Mr. CommissIonER: This meeting this morning is to open the Commission 
and have it read and make arrangements for the future meetings—Mr. Nield read 
the Commission, which is dated February 12th, 1912, and directs the Commissioner 
_ to make an investigation “into all material and relevant facts in relation to: 

- “(a) The incorporation by Act of Parliament of the Farmers Bank of Can- 
ada and the organization thereof ; 

“(b) The application for and the giving by the Treasury Board of the certi- 
ficate permitting the Bank to issue notes and commence the business of banking; 
| “(c) The conduct and operation of the business of the bank, the amount of 

the capital subscribed and paid up, the causes of the suspension and failure, the 
extent of the liabilities and the value of the assets thereof.” 


THE ComMissIoNnER: As to the date of our next meeting I can give Tuesday 
and the following days of next week, and the week after next.except Saturday. 

_ Mr. Hopeins: I suggest beginning on Wednesday of next week in Ottawa. 
The Order in Council speaks of incorporation, organization, application for, and 
giving of the certificate by the Treasury Board, and that evidence is available in 
Ottawa conveniently, and I hope that a session there of a day or two may finish that 
vart of it up completely, and then the subsequent sittings might be held in Toronto. 
Mr. CoMMISSIONER: Are there any persons here, or persons representing 
others, who desire to be present at the inquiry? 

Mr. WittiAM Larpuaw, K.C.: I would wish to mention I received two tele- 
phone messages this morning, one from the East and one from the West; the 
parties are on the train coming down and there has been some delay in the arrival 
of the railway trains. , 

Mr. CoMMISSIONER: You are appearing for whom, Mr. Laidlaw? 

Mr. Larptaw: I have been representing the contributories in the proceedings 
in the liquidation. 


Bree REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Mr. CoMMISSIONER: You desire to represent them here? 

Mr. Larptaw: Yes. | 

Mr. CoMMISSIONER: How does the date Mr. Hodgins suggest suit you? 

Mr. Laiptaw: Excellently well; I entirely agree with the suggestion made 
by Mr. Hodgins. | | ) 

Mr. W. C Mike: I represent depositors. That date seems to be satisfactory. 

Mr. JAMES Barn: Iam here representing the liquidator. 

Mr. ComMMIssIONER: What status has he? 

Mr. Barn: Except possibly he will offer any assistance he possibly can. 

Mr. D. I. Grant: Jam representing a number of persons who have been served 
as directors and have been directors at one time and merely to watch proceedings. 
I do not know that we are interested particularly at this stage. 

Mr. CoMMISSIONER: I suppose these delayed gentlemen will be informed of 
what has been done. 

Mr. Larptaw; ‘They will come to the office and I will give them the informa- 
tion. 
Mr. Commissioner: I think that is all we can do now. 

Mr. Hopeins: I think, Mr. Commissioner, for the information of some 
members of the profession who have spoken-to me who represent people that they 
think may be affected in some way by these proceedings, that I see no objection for 
them coming in at any time when they think they are being affected and appearing ; 
that it is not necessary for them to appear here to-day, that the idea to-day is only 
io ascertain who want to attend at their own expense during the whole inquiry. 

Mr. CommissIoNER: I suppose there are no other questions that arise just 
now. How far these gentlemen who represent persons interested in the inquiry will 
be allowed to intervene can be disposed of later on as the occasion arises. I suppose 
that is satisfactory. 

Mr. Larpnaw: Quite satisfactory. I may say, Mr. Commissioner, that I do 
not think from the experience I have had in this matter there will be anything in 
controversy ; the relevant and material facts are almost all in documentary evidence. 
There are two or three witnesses whom the parties would like to be examined, and 
I will give their names so that necessary notices can go to them. 

Mr. Hoperns: I will be very glad if any gentlemen who have information 
will communicate it to me, and I will be glad to consider it and if necessary bring 
it before the Commissioner. | 

Mr. Larpitaw: I will give you a very full brief. (At this point Mr. H. H. 
Dewart, K.C., came in.) ‘ 

Mr. CommissIonER: Do you represent anybody, Mr. Dewart? 

Mr. Drwart: I was going to say, Mr. Commissioner, I am perhaps holding 
a watching brief at present. 

The Commission adjourned to meet in Ottawa at 11 A.M. Wednesday, March 
the 13th, 1912. 


\ : ; 
Ottawa, March 13th, 1912. 


The Commission resumed its sittings in the Court House, Ottawa, March 13th, 
1913, at 11 A.M. 


PRESENT: 


THE COMMISSIONER, HONOURABLE SrR WILLIAM MEREDITH. 
Frank E. Hoperns, K.C., and J. THompson, K.C., representing the 
Dominion Government. 
Witiiam LAIpLAw, K.C., representing the shareholders. 
| W. C. Mixer, K.C. and I. E. WELDoN, representing the depositors. 


—_ ea Se mi eta a) 


FARMERS BANK INQUIRY 3 
SESSIONAL PAPER No. 153a 


Mr. Hoperns: The matters that I think can possibly be gone into here are in 
the first place, the incorporation by Act of Parliament of the Farmers Bank of 
Canada and the organization thereof, and application for and the giving by the 
Treasury Board of the certificate permitting the bank to issue notes and commence 
the business of banking, and possibly some evidence may be given as to the conduct 
and operation of the business of the bank so far as it came under the purview of the 
Department, and as to whether they affected the cause of suspension and. failure is 
a matter that will be developed later. I therefore propose to take up in the first 
place the incorporation of the bank, which is largely formal. 

Mr. CoMMISSIONER: What was it incorporated by ? 

Mr. Hoperns: By an Act of Parliament of Canada, 4 Edward VII, Chapter 
77, on the 18th July, 1904. That named the provisional directors: Mr. James 
Gallagher who has since died; John Watson of Listowel; John Ferguson of Toronto; 
Alexander Fraser of Toronto, and A. 8. Lown. That provided that subject to the 
provisions of section 16 of the Bank Act it was to remain in force until the 1st 
July, 1911. I have some doubts as to whether that is the right date. 

Mr. Lariaw: It means the Bank Act continued till 1911. | 

Mr. Hopeins: Then 4 and 5 Edward VII, Chapter 92, assented to on the 20th 
July, 1905, extended the time for the issue by the Treasury Board of the certificate 
to within two years after the 18th July, 1904, that is two years after its original 
incorporation, and if it did not get the certificate within that time the Act of Incor- 
poration practically ceased. Then comes the last Statute, 6 Edward VII chapter 
94. The passing of that is not given. That recites that the provisional directors of 
the Farmers Bank have by their petition prayed that it be enacted as hereinafter 
set forth. Then section 1 provides that notwithstanding anything in the Bank Act 
cr the Statute of 1904 or 1905 the Treasury Board may within six months after the 
18th July, 1906, give the said bank the certificate required by section 14 and in the 
event of not getting the incorporation by that date the rights and privileges by the 


_ Act of Incorporation should cease. I have Mr. Robideau here to produce papers 


connected with those incorporations. 

Mr. CoMMISSIONER: Were they Acts? 

Mr. Hopeins: Yes, particularly with regard to 6 Edw. VII. I want to see 
the petition, because it is said at that time or shortly afterwards they transferred 


everything to Mr. Travers. 


Mr. CoMMISsSIONER: Mr. Henderson told me last night that he had been 
subpcenaed and his Parliamentary duties make it difficult for him to be here. He 
would like to be examined as early as possible. I told him you would no doubt 
facilitate that. | | 

Mr. Hopeins: Yes, I will do that. His evidence is confined to one branch 


of the case, and if you would like it taken now I can take it. 


Mr. CoMMISSIONER: Very well, now. 


DAVID HENDERSON, sworn, examined by— 


Mr. Hopeins: You are a Member of Parliament? 


Oey CS Sit, 

Q. And you were a Member of Parliament in 1906? 

ney OS, 

Q. Representing the County of Halton. 

A. Yes, sir. 

Q. ou became somewhat interested, I understand, in some matters con- 


nected with the organization of the Farmers Bank; I mean, interested to the 
extent of hearing and knowing about them? 
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Yes, [ was present; do you mean the granting of the charter? 

About that time? 

Yes, I was familiar with it from its inception. 

You never were financially interested one way or the other? 

No, in no way; not personally. 

Your interest was in what sense? 

Simply that I represented a county in which a very large amount of 
money had been subscribed in stock, and in that way I felt interested for the people 
I represented. 

Q. This being called the Farmers Bank? 

A. Well, it was so called, though practically it was not organized by farmers. 

Q. Were you a member of the Banking Committee of the House of Commons? 

A. Yes, sir. 

Q. Do you remember the fact that an application for extension was made on 
two occasions, in 1905 and 1906? 

A. There were two occasions at any rate, if not three; two occasions; perhaps 
the first one would allow a year to apply for a certificate, and there would be two 
applications after that. 

Q. The last application that I know of is contained in the Statute, 1906, 
which gave six months? 
| Yes. 

Do you remember that coming up in the Banking Committee? 
Yes, it was limited to six months. 

Do you remember why? 

Why it was limited? 

Yes? 


POPOPO> 


POPOPOoP 


about extending the time; the Finance Minister objected very much, and ei confess 
I concurred with him, usually supported him in that; and on the second occasion 
when they came back, we simply gave them six months, thinking as they had had 
two years it was not well to keep the matter dangling before the people longer, 
and the time was limited because we thought they should have been more active. 

Q. Was anything known as to who was interested in the bank at that time? 

A. Well, I knew nothing about it, I think, beyond the names of the provi- 
sional directors as published. | 

Q. Did any one appear before the Committee in order to urge this extension ? 

A. Now, I am not sure, I do not recall. 

Q. Do you know who suggested limiting the time to six months? 


A. I could not speak at this date; it may have been Mr. Fielding, or perhaps 


myself. JI had adopted a policy of that kind—we had—the Committee had— 
adopted a policy of that kind, I think, with some previous charter. 

Q. Was any inquiry made into the particular circumstances of the difficulty 
these people had in organizing? 

A. I am not aware that there was any particular inquiry, the simple fact 
they had not succeeded in getting all the money; they asked for more time. 

Q. They had six months, from the 18th July, 1906; probably about six 
months from the date it came up? 

A. It was six months from the expiry of the previous year. 

Q. After that, did you take any steps in connection with the organization 
of the Farmers Pank or with reference to it? 

A. No, I think I could say none whatever. 

Q. That is, you had nothing to do with the matter from that time. 

A. No. 

Q. Did you make any communication at all at any time to the Finance 
Department with reference to it or to any one connected with the Finance Depart- 


We had in the Banking and Commerce Committee hesitated a good dea). 
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ment? <A. T had a conversation with the Hon. Mr. Fielding with reference to 
their mode of raising money. 

Q. Had you known about that yourself? A. I incidentally learned it a 
few days before I went to him: that they were Ae the notes which had 
been taken from shareholders. 

Q. They were discounting the notes; did you know anything more than that ? 
A. I was shown several notes made by shareholders, farmers in my county, and 
I saw on the back of these notes the endorsement of the provisional directors. : 

Q. That would be several names, would it? A. Yes, there were several 
names. 

Q. How did you see those? A. A few days before the House met; the 
Tiouse met that year, I think, on the 22nd of November—a day or two days before 
1 had occasion to go to Milton, from where I lived in the village of Acton, and 
on my way I met the solicitor of a number of farmers who had contested ‘their 
liability to pay their stock, feeling that something was wrong. 

Q. Who was the solicitor you met? A. Mr. Laidlaw. 

Q. Where were you going from when you met him? A. I was going from 
home, from the village of Acton, by way of Georgetown to Milton. 

Ga byiraile. A, Yes: Fads CS 

Q. Did you meet him? A. Just met him casually in the car. v4 

Q. Had he the notes? A. Yes, he showed them to me. 

Q. That would fix the time at which you acquired your first knowledge? 

Mr. CoMMISSIONER: He has not mentioned the year yet. 

Mr. Hop@ins: Can you fix the date at all to that? A. I can fix it by 
reference to other matters, I said the House met that year on the 22nd November. 

Q. What year was it? A. 1906; the House met that year on the 22nd 
November, and it would be a SEO time before that, perhaps not more than a 
few days. 

Q. What communication did you make then, and to whom, in consequence 


of what you saw and heard from Mr. Laidlaw? A. I casually met Mr. Field- 


ing and informed him that I had seen notes of shareholders in the possession of 
Mr. Laidlaw, endorsed by provisional directors, and presumably it was for the 
purpose of raising money to make the deposits, as the time had nearly expired. 
Our conversation lasted only for a few minutes and was along that line. 

Q. Can you give us in any more detail what was said by you and by him, 
or is that what you have told us the general tenor of it? A. By Mr. Fielding? 

Q. Yes? A. I mentioned the circumstance which I have detailed to you, 
and Mr. Fielding, I think, seemed somewhat surprised; at any rate, he answered 
me by saying that he would hold back the certificate as long as he could. 

Q. Would you look at this note, which I find in the Department’s file, just 
for the purpose of seeing whether you can state what endorsements were on the 


notes you saw? A. I could not state what endorsements were on the notes, but 


I remember there were several; that was the impression I had, although I had 
not seen the notes for five years; that is the impression I had, a series of endorse- 
ments like that. 

Q. You could not recognize and give the names of the men? A. No, I 
could not say who were the provisional directors at that time. 

Q. You had no further conversation with Mr. Fielding at that time? A. 
No, I have given you just the conversation we had; I don’t think it lasted more 


‘than two or three minutes at the outside. 


Q. How soon after your coming down to Ottawa was that? A. I would 


- assume, I have no absolute data, but I would assume it would be within three or 
four days at the furthest, within a few days; I may mention this as fixed in my 


memory, I knew it was before the granting of the certificate, because Mr. Fielding 
told me he would hold it back as long as he could, and it was after the House met; 
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the House met on the 22nd, the certificate was granted about the 30th, so it was 
between the 22nd and the 30th; I would suppose I went to Mr. Fielding possibly 
within a day or two at the outside after | came down. 

Q. Were you communicated with either by Mr. Fielding or any one at the 
Finance Department between the date of that conversation and the one when the 
certificate was issued? A. No, sir. . 

Q. Were you in attendance in Parliament during that time? <A. I was in 
attendance all the time, but after the certificate was granted I was communicated 
with but not before, 

Q. How soon after the certificate was granted can you say did you have any 
communication? A. I met Mr. Fielding in the lobby of the House of Commons, 
he was-either going in and I was going out, or I was going in and he was going 
out, I don’t remember which, but J- remember very well it was in the lobby of the 
House of Commons and Mr. Fielding approached. me himself and he said to me that 
Mr. Travers had been down; that was the communication he made to me. 

Q. What occurred then, what further was said? A. He stated that Mr. 
Travers had been down and he had brought his money; that he had asked him, that 
he had put it up to him—he did not say definitely what he had put up to him; he 
left me to assume on account of our conversation within a few days before that it 
was what I had told him—and that Mr. Travers had denied it, and he asked him to 
give lim a letter to that effect and he said he did so; and he says, “I then gave 
him the certificate.” 

Q. You have hnown Mr. Fielding for a long time? A. I have known him 
for over 15 years. 

Q. Were you and he friendly? A. Very friendly. 

Q. After that had you any conversation with Mr. Fielding in connection with 
another aspect of the Farmers Bank? A. Not for about two years after that; I 
met Mr. Fielding again and he spoke to me. I assumed he had done so, because I 
had impressed upon him in the first visit the reason why I felt so anxious about the 
Farmers Bank, the large amount of stock subscribed in the county, and Mr. Fielding 
I should say about two years after my first interview met me just casually and 
mentioned the fact that he had learned that the bank was peddling around a deposit 
receipt of $150,000 in New York and failed to get a purchaser and he thought it 
iooked very bad for the bank. 

Q. Was there any reference to any other transaction? A. No reference 
whatever in none of these conversations. 

Q. I say to any other transaction than the $150,000? A. Not at that 
time. We had a conversation the latter part of 1910 before I left to go home after 
the prorogation. 

Q. What was the date of the $150,000 deposit conversation? A. My own 
impression is, and it is only an impression, that it would be about two years after 
the first interview. The bank had been running for some time. 

Q. Did you ever hear of any transaction in connection with the City of 
Syracuse or an institution there? A. Yes. 

Q. Was that on the same occasion or on a later occasion? A. That was on 
a later occasion. 

Q. In 1910? <A. Yes. On that occasion I went to Mr. Fielding’s room in 
the House of Commons, to his office, to see him personally. I had information that 
there was something of a very peculiar character which seemed to me would 
materially affect the bank’s interests, and its standing, and I felt, as I said before, 
very naturally worried and anxious about it and I called on Mr. Fielding and told 
him what I had learned. He was familiar with the facts himself, as much so as I 
was, and after chatting a few moments about it he turned to me and said, “ Well 
Henderson I don’t know why you should worry over this; you are not responsible 
for it and besides you did warn the Government.” | 
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Q. I just want to identify the transaction you-and he were discussing then; 
Avan did it take place? A. You mean.the later conversation ? 

Q. Yes? A. I called at his office and informed him—the fact of it was I 
had some clippings from newspapers giving an account of this transaction. 

Q. Where did that take place? A. This conversation? 

Q. No, this transaction, was it in the head office? <A. I assumed it had 
taken piper) in Syracuse. . 

Do you remember any of the names connected with it; I want to dont 
your conversation with the transaction which we may give in evidence later on? 
A. Iam not sure that I can; I am under the impression strongly that Mr. Travers 
name was connected with it. 

Q. Was it in connection with an insurance company in the United States? 
A. Yes, Syracuse was where— 

Q. Would you recognize the name Tevis or Hunt? A. I think the name 
‘evis would be mentioned in these newspaper clippings. 

.-Q. One of my learned friends wishes me to ask you whether on the very first 
cccasion of all when you spoke to Mr. Fielding before the granting of the certificate, 
vou communicated any of your reasons to him beyond what you have told me? A. 
I think I have told you all the reasons that I had for making the inquiry. It was 
the fact that a very large amount of money had been subscribed in the County and 
a great many people whom I know who were living in the County were deeply 
interested. That was the nature of the reasons why I brought the matter to his 
attention. | 

Mr. Commissioner: Why did not you put in writing your warning? A. 
Well, we do not always put everything in writing that we say to a Minister. Some- 
times it is safer not to put it in writing; that is my experience. It did not occur 
to me at the moment to put it in writing, besides I think I simply met him casually ; 
sometimes these things are given out to the public, but into other hands sometimes 
to the detriment of the Member of Parliament. They might say it was undue inter- 
ference on my part. However, my own impression is I met Mr. Fielding casually, 
this matter was in my mind, and I just simply mentioned the matter to him, told 
him what I knew about it. Of course being Finance Minister I did not require to 
put it in the shape of a warning, because he knew the effect of a thing of that kind. 
It did not occur to me at the moment the necessity of putting it in writing; I 
thought that he was the man that if he had the knowledge that that would possibly 
be as far as it would be necessary for me to go, he having control practically of the 
issue of this certificate, and being the chief member of the Treasury Board. 

Mr. Commissioner: What did you expect Mr. Fielding could have done at the 
time you had these later conversations with him? A. I did not really expect any- 
thing; I thought the whole fat was in the fire, if I may so use the expression. Mr. 
Fielding approached me himself on the second occasion and told me that Mr. 
‘ravers had been down with his money and how he had asked him for a letter after 
receiving his denial and that he had given him the certificate. On the third occasion 
Mr. Fielding also approached me and spoke of the matter himself. It was only on 
the first and last occasions that I went to Mr. Fielding. On the latter occasion I 
went to Mr. Fielding to express to get his views perhaps or to make him aware of 
what I had been made aware of myself, and I found he had more knowledge, as 
much knowledge at any rate as I had; so that I did not expect to accomplish any- 
thing in these interviews. 

Mr. CoMMIssIONER: You say that Mr. Fielding said that he would hold pare 
the certificate as long as he could? A. Yes, your Lordship. | 

Q. What does that mean, did you not make any inquiry as to what he sient 
by that?, ~ A... No; [did not because I thought I understood what he meant by 
it. He had the power within his hand to hold back the certificate unless everything 
was satisfactory, and I simply accepted that answer knowing the official position 
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which he held as the Chairman of the Board, and did not ask him for any explana- 
tion of what he meant by those words. | 

Q. You say that upon the last occasion he told you not to worry, that you had 
warned the government; did you not say anything upon that? A. I do not recall 
anything further that I said. He acknowledged that I had done my part, that I had 
warned the government and said that I should not worry. I saw nothing more that 
I could accomplish and I am not aware that I made really any reply to that. I 
would simply say that our interviews were all extremely brief. You know how it is 
interviewing a Minister sometimes. You have to be very careful and not monopolize 
his time too much. 


Mr. Hoperns: I would like to call Mr. Laidlaw just for the purpose of fixing 
the date of that interview between himself and Mr. Henderson. 

Mr. CoMMIssIONER: Is not that fixed with sufficient particularity now with- 
out calling one of the counsel? He fixes it within two or three days. 

Mr. Hoperns: Very well, then. 


NARCISSE ROBIDEAU, called on subpoena. 


Mr. Hopeins: Q. I just want to know whether you have the papers of the 
incorporation of the Farmers Bank? A. All I have are the minute books and 
an extract from the minutes. 

Q. What are those minutes? A. The minutes show what was done with 
the Bill in the committee room. 

Q. Are you speaking of the minutes of the Banking and Commerce Com- 
mittee ? 

Mr. CoMMISSIONER: What is Mr. Robideau’s official position? A. Clerk 
of the Banking and Commerce Committee. 

Mr. Hoperns: All you brought with you this morning are the minutes? A. 
The minute books. 

Q. Is there any minute kept of the last statute 6 Edward VII, chapter 94, 
the extension for six months? A. Yes. (Indicates.) 

Mr. CoMMISSIONER: Who was Chairman of that committee? A. Mr. H. 
H. Miller was the Chairman. 

Mr. Hoperns: I think this memorandum might go in; it is just an extract 
from the minutes of the Committee. There is no matter about the first two. The 
last is dated the 11th of May, 1906; 

“The preamble was read and adopted after Mr. Urquhart, of Toronto, had 
been heard thereon. 

“Section 1 was amended by substituting ‘six months’ for one year on line 5.” 
-—Extract from minutes of Banking and Commerce Committee, filed as ExurpiT 1. 

Mr. Hoperns: Will you tell me if there was a petition presented before that 
last Act of 1906? The Act itself says that the provisional directors by their petition 
have prayed that it be enacted. A. There must have been a petition. 

Q. Who will have that petition? A. It would be in the custody of Mr. 
Colwell, the keeper of the records. | 

Q. Could you get it? 

Mr. COMMISSIONER: Get a certified copy. 

Mr. Hoperns: A certified copy could be got of that? A. Yes. 
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Q. Would that be the only paper that would come before the Committee 
other than the formal paper of advertising and so on. A. Yes, the notice of 
application would come before the Standing Orders Committee. 

Q. Is it usual to have the petition sworn to? A. No. 

Q. Just a petition signed? A. Yes. 


THOMAS BEATTIE, sworn, examined by— 


_ Mr. Hopeins: You are a Member of Parliament? A. Yes. 

Q. For London, Ontario? A. Yes. , 

Q. And were you a Member of Parliament in 1906? A. I think I waa, 
{ am not very certain. 

Q. Were you a Member of Parliament in 1904 and 1905 as well? A. No, 
I don’t think I was. 

Q. You were at that time President of the London City Gas Company? A. 
Yes. 

e Q. And Director of the Agricultural Savings and Loan Company of London? 
baa &o 

Q. In the papers which I propose to put in in connection with the Farmers 
Bank, there is a prospectus which makes the following statement: 

“The following gentlemen have consented to act as Directors if elected ”— 
then after the name of his Honor Mr. Forget comes the name of Major Thomas 
Beattie, President of the London City Gas Co., and so on—would that refer to 
you by description? A. I think it would. 

Q. Had you ever agreed or consented to act as Director, if elected, of the 
Farmers Bank? A. I never agreed or consented. Perhaps, if I just tell how 
if came about it would be better. One Sunday night, I think about 10 o’clock, 
in my house I was called to the telephone to speak to Toronto. The gentleman 
speaking said it was Mr. Travers. I knew Mr. Robert Travers, who was Man- 
ager of the Bank of Montreal in Peterborough. He was in London for many 
years. He was then in Almonte at that time, and I thought I was speaking to 
Mr. Robert Travers. He said he was getting up a new bank, and asked me if 
I would join with them, and I told him I might if there were parties associated 
that [ would approve of; and that is all at that time until Monday morning before 
I had had breakfast a party came to my house, ready for me to sign. The thing 
was done so sharp it aroused my suspicion. 

Q. Before breakfast? A. Yes. The telephone was on Sunday night, and 
this was on Monday morning, and it roused my suspicion and I said to the party, 
what is the hurry about this? I said, ‘“‘ When did you leave Toronto?’ He said 
he left Toronto just after T spoke to Mr. Travers. I said, “ When did Mr. Travers 
leave the Bank of Montreal?” He told me Mr. Travers was never in the Bank 
of Montreal; and then I discovered I had been speaking to a man I did not know; 
and I hesitated about doing anything, and I went down to the Merchants Bank, 
where I found Mr. Travers had been employed, and the reputation I got of him 
was such that I concluded I had better have nothing to do with him, and I went 
back and told the gentlemen I would not sign any papers; and I found at that 
time he had issued a prospectus; he had used my name without any consent of 
mine whatever. I had several parties write me about my name on the prospectus, 
and I wrote them saying I had nothing to do with the bank and did not he 
to have. 
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Q. Do you know who this was who came to see you on Monday morning? 
A. Yes, a man named Lindsey. 

oS Or We J. Lindsey ?s 7 As< es. 

Q. When did you tell him that you would have nothing to do with it? A. 
It was on Monday morning after I had been down to the city. : 

Q. That same morning? A. Yes. 

Q. I understand he wanted you to sign some ian subscription? A. Yes. 

Q. Did he discuss with you your becoming a Director or merely taking stock? 
A. I could not be certain whether he discussed with me or not, he wanted me 
to take stock. . 

Q. There was no authority for the use of your name as director? A. Not 
at all, he simply came there and I think he told me they would have to be in a 
great hurry, because they were anxious to get the bank going, and that is the reason 
he came so early. 

Q. Can you fix ie date atall? A. No, I don’t think I could. 

. QQ. Can you fix the year?. A. I do not know that I can do that; it was 
before the bank started at all, before any meeting of stockholders, because he came 
to London some three different times to see me and wanted me to subscribe for 
$5,000 of stock, that he would make me President of the bank. 

Q. This conversation was the first time you had any interview? <A. Yes. 

Q. How long after that was the first meeting of shareholders? A. It was 
some time after that. The first meeting of shareholders, I could not tell the date, 
but it was before the meeting of Directors. 

Q. Could you give us information as to the date? A. No. | 

Q. Was it the same year? A. I think it was the same year. 

Q. That the bank got its certificate? A. Yes, it was. 

Q. Were you a Member of Parliament in 1906, were you in Parliament in 
1906? <A. I cannot tell you without looking over the aoe tle It was the time 
Mr. Hyman resigned that I came back that year. 

Q. Perhaps you could give me that later when you were hier and whether 
you were attending that session that began the 22nd November, 1906? A. I can 
get it-tor you. =) 

Q. You had no further connection with the matter? A. I had no further 
connection with the matter whatever; they simply made use of my name and put it 
in the prospectus and said I had consented to be a director if elected and I had no 
stock and could not state that at all. 


SYDNEY FISHER, Sworn, Examined by— 


Mr. Hopeins: You were one of the Ministers in the late Cabinet? A. Yes. 

Q. Minister of Agriculture? <A. Yes. 

Onin L0G 2 aC AsOe Kes, 

Q. Were you a member of the Treasury Board? <A. I have been a member 
of the Treasury Board, but I would not like to give definite dates as to when I 
went on the Board. JI was a member of the Board once or twice at intervals when 
other members of the Treasury Board were absent from Canada, taking their place, 
and then eventually I went on the Board permanently, but I could not say what 
dates. Mr. Boville can tell you. What date do you mention? 

Q. November, 1906? A. I think I was a member of the Treasury Board 
bat I am not certain. 

Q. How many members did the Treasury Board consist of? A. Five. 

Q. Five and the Minister of Finance? A. I think so. 

Q. Which would make six in all— 
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Mr. T. C.Bovitte: I find immediately before and immediately after this 
meeting Mr. Fisher was a member of the Treasury Board. 

Mr. Hoparns: I am proposing to put in on Mr. Boville’s examination an 
abstract from the minutes of the Treasury Board held in Ottawa the 30th of 
November, 1906; have you any recollection at all of that meeting, the one in which 
the Farmers Bank certificate was directed to be.issued? A. No, I do not think 
I was present. The Farmers Bank question was drawn to my attention later on, 
and my memory is I was not present when the certificate was issued. 

Q. You probably would remember the granting of a certificate for a bank to 
go into operation?’ A. I think so. 

~Q. Was there any regularity in the calling of the meetings of the Treasury 
Board, any formality about it? A. The members of the Treasury Board received 
a notice from the Secretary of the Tréasury Board. 

Q. . Would you be able to say whether that was a meeting of which you had 
notice but did not attend it? A. If I did not attend it was probably because I 
was away from Ottawa, and the notice would go to my office and no further attention 
would be paid to it. 

Q. At all events they were formal calls? A. Usually, not invariably; 
occasionally the Chairman would give us verbal notice and say “I have to have a 
meeting of the Treasury Board;” and he might say to meet him at a certain time. 

Q. When the meetings were held, were minutes kept of the meetings? A. 
Yes. 

Q. Who was charged with the duty of keeping minutes? A. Mr. Boville 
was the Secretary of the Treasury Board. 

Q. He would record who were present and the business transacted? A. 
Yes, I think it was the practice to record who were present, I would not be positive 
as to that, because I never examined any of the minutes. 

Q. If he did not, how would any record be kept of the action of the Treasury 
Board? A. He would keep minutes of what business was transacted. I only 
say I am not sure that he recorded who were present. 

Q. Speaking for the moment on the question of there being six members on 
the Treasury Board, now would the minute show at all as to how many were 
present? <A. I would suppose, speaking only as a supposition, because I never 
examined the minutes, that the minutes would declare there was a duly authorized 
meeting of the Treasury Board. 

Q. Was there any effort made to keep up a quorum or was that matter ever 
decided by the committee to your knowledge as to how many would form a quorum 
of the Treasury Board? A. Yes, there was a definite quorum. 

Q. Do you remember how many that was? A. I think it was four, perhaps 
three, including the President and Chairman. 

Q. Three including the Minister of Finance, or three together with the Min- 
ister of Finance? A. JI think three including him. 

Q.. That would only be three out of six? A. Yes. 

Q. Was it your practice to sign minutes in any way? A. Not for the 
members; I won’t say the Chairman did not. 

Q. Was it your custom to sign any memorandum at all of the minutes of the 
meeting or verifying the business done? A. No, I never did it. 

Q. Have you the minutes of that meeting Mr. Boville? 

Mr. BovitutE: Yes. (Produces minutes. ) 

Mr. Hopeins: I produce, Mr. Commissioner, and will put in a copy—. 

Mr. CoMMISSIONER: You had better put that in afterwards and direct your 
questions to Mr. Fisher. 

Mr. Hopeins: “ Ottawa, 30 November, 1906. Present: Hon. W. 8. Fielding, 
Minister of Finance, Chairman; Right Hon. Sir Richard Cartwright, Minister of 
Trade and Commerce; Hon. L. P. Brodeur, Minister of Marine and Fisheries. 
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“The Board had under consideration application made by the Farmers Bank 
of Canada under the provisions of the Bank Act for the issue by the Treasury Board 
of a certificate permitting the said bank to issue notes and commence the business 
of banking. It having been shown to the satisfaction of the Board that all the 
requirements of section 15 of said Act had been complied with, the Board author- 
ized the issue of the certificate applied for. 


Signed, “W. 8S. Fielding, Chairman.” 


That does not show your presence there; may I take it that you as a member of 
the Treasury Board had no knowledge of the correspondence with the Finance 
Department which they then had, or the information which was in their poate” 
on the 30th November? A. I had no knowledge. 

Q. Had there been a previous meeting ‘of the Treasury Board say in October 
or November at which you were present in which the Farmers Bank matter came up 
at all? A. I do not remember any meeting of the Treasury Board in which I 
was present that the Farmers Bank matter was discussed. 

Q. I am putting in from the Department file this document, which is an 
extract from the minutes ofa meeting, with the initials of the three gentlemen who 
are said to have been present that day upon it, and I show it to you, just to ask you 
if that is in accordance with the practice where a meeting has been regularly called 
and held? A. Yes, these signatures were put on the Treasury Board reports to 
Council. 

Q. Always? <A. Always, at any rate— 

Q. Is that a report to Council? A. This is a minute; yes, I would call this 
a minute of the Treasury Board for Council. 

Q. Then were the minutes of the Treasury Board always reported to Council ?. 
A. The Treasury Board had to report to Council for action of the Council. _ 

Q. But if they had not to report a matter on which Council had to act would 
they report? <A. No. 

Q. Would you think the Council had to approve of the issue of this certificate? - 
A. No, the Treasury Board had power to issue the certificate without the report to 
Council. 

Q. Would that make any difference? A. That may mean that that was 
simply an adoption of the minute of the Treasury Board by the Treasury Board. 

Q. I just called your attention to it to know whether it was in accordance 
with the practice so far as you knew it, that the members of the Treasury Board 
should initial the minutes where apparently from the book it would appear that they 
had all attended and passed the resolution; you say the initials were appended in 
your knowledge to reports or minutes sent to Council for their action? A. Yes. 

Q. And in that case only? A. I would not say in that case only; I am not 
certain, I do not remember now positively whether we were in the habit of initialling 
the action of the Treasury Board in itself or only the reports to Council. 

Q. You are not able to speak? A. No, I would not like to say positively 
cue way or the other on that. : : 3 

) 


THOMAS COOPER BOVILLE, Sworn, Examined BY MR. HODGINS. 


Q. You are Deputy Minister of Finance? A. Yes. 

Q. And did you occupy that position in 1906? A. I was appointed.on the 
first November, 1906. 

Q. Then prior to that what was your position? A. I had been Secretary of 
the Department of Finance. | 
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Q. It was a step up on the first November? A. Yes, 

_ Q. Had you occupied the position of Secretary long? A. Not very long, 
for a few years. 

To which of those offices appertains the duty of keeping the minutes of 
the Treasury Board? A. The Deputy Minister of Finance is also Secretary of 
the Treasury Board. 

Q. Had you begun to keep them on the first November, 1906? A. Yes. 

Q. Who would have kept them prior to that? A. My predecessor Mr. 
Courtney. He was also Deputy Minister of Finance and Secretary of the Treasury 
Board. 

Q. Before we get into your file that you produce here, can you tell me if there 
is a quorum of the Treasury Board? A. Yes. 

- QQ. How is that fixed? A. Established by Order in Council. 

Q. Passed do you remember when? A. It was before 1906. 

Q. Is it of long standing? <A. Yes. 

Q. Does that Order-in-Council provide that the Minister of Finance shall 
be a member of the quorum? A. No. 

Q. The Treasury Board consists of the Finance Minister and six other mem- 
bers? A. Five other members. The members of the Treasury Board, outside 
of the Minister of Finance, are appointed by the Order-in-Council. The Treasury 
Board at that time consisted of the Minister of Finance and four others who were 
appointed by Orders-in-Council. 

; Q. Can you give me their names? A. Mr. Fielding—I was speaking from 
memory, not from definite record. 

Q.. Have you a record there? A. The Orders-in-Council will give you 
exactly, but I will speak from memory, and I think I am correct: Mr. Fielding, 
Chairman; Sir Richard Cartwright, Mr. Paterson, Mr. Brodeur and Mr. Fisher. 

Q. And that would only make five all told? A. Yes. 

-Q: JI understand from Mr. Fisher that six was the number? <A- The for- 
mation of the Treasury Board is statutory. 

Q. Does not that say six; that is my impression? A. Section 9 of Chapter 
23, Revised Statutes, “ There shall be a Board, to be called the Treasury Board, 
consisting of the Minister of Finance and any five of the members belonging to: 
the King’s Privy Council, to be nominated from time to time by the Governor-in- 
Council.” 

Q. One would naturally suppose there were six members? A. Yes. 

Q. And who was the sixth? A. I don’t think there was any sixth. 

Q. Where would we go to find out? A. The Orders-in-Council. I can give 
you copies of the Orders-in-Council; I can get them from the Clerk of the Council. 

Q. You have minutes of the Treasury Board here, would you mind turning 
them up and let me see the October minutes? A. (Produces Minute Book-) 
Before you go into that it would be wise for me to explain the method. 

Q. I will no doubt ask you that. I do not want to look into any of these 
matters that do not concern me, but perhaps you will look over that and say just 
what meetings there were in October. 

Mr. CoMMISSIONER: Do you mean in ve to this bank or generally? 

Mr. Hopeins: Generally. 

A. On the 26th October; 17th October; 13th October; 4th October; 21st 
September. 

Q. That will be sufficient; who were present at those meetings? A. The 
2ist September, Fielding, Paterson and Brodeur; 4th October, Fielding, Brodeur 
and Fisher. The 13th October, Fielding, Cartwright and Paterson. The 17th 
October, Fielding, Cartwright, Paceon and Brodeur. The 26th October, Cart- 
wright, Paterson and Fisher. 

Mr. CommissIoNER: Mr. Fielding was not there? A. No. 
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Mr. Hoperns: Mr. Fisher was a member then during those two months? A. 
‘Yes. | 

Q. Is there any mention in any of those you have gone over prior to the 30th 
November of the Farmers Bank? A. None at all. 

Q. You have carefully compared them in order to see? A. Yes. 

Q. The minutes of each of these, who would have kept them from the Ist 
November? <A. I probably was in charge of the Department at that time in 
October; I was probably acting at that time. 

Q. Whose handwriting are they in? A. Different clerks’ handwriting. 

Q. You were in charge, Mr Courtney having left? A. Practically left at 
that time. 

Q. And you would then be responsible for the minutes? A. Yes. 

Q. In what way were those minutes kept, taking the October minutes; there 
seemed to be a good deal of business transacted? A. A great deal. Almost the 
whole of the minutes represent reports which are passed upon by the Board and 
are recommended for action by the Privy Council. 

Q. Probably nine-tenths? A. Probably more than nine-tenths—99%. 

Q. What is the residue? A. The residue was cases such as this kind. 

Q. Which kind? <A. Cases that required the action of the Treasury Board 
only. 

Q. That would be the remaining 1%? <A. Yes, very small. 

Q. That does not tell me how the minutes are kept of the meeting; does 
the Treasury meet around the table? A. Asa rule. 

Q. You as Secretary would be there? A. Yes. 

Q. And these reports come in through you? A. The reports usually come 
to the Board in the shape of papers, recommendations from the different Depart- 
ments and so on, they are dealt with. 

Q. They are presented to the Board and dealt with by them? A. Yes. 

Q. How is the record kept? A. Then under my direction a precis was 
made of each recommendation, and these are gathered together and placed in one 
report, signed by the Minister of Finance and sent on to Council. 

Q. That precis would only be a sort of condensed statement of the report. 
A. Yes, of the action taken by the Board on these respective cases. 

Q. The reports themselves are presented to the Board? “A. Yes. 

Q. And reports then go back to you as Secretary— 

Mr. CoMMISSIONER: Are we very much concerned in these that have nothing 
to do with the action of the Treasury Board ? 

Mr. Hopeins: We are getting the practice. 

Mr. Commissioner: I do not think it is worth while. 

Mr. Hopains: Is there any difference in treatment between cases where the 
Treasury Board have not the power to take final action, where they report to 
Council and where they take final action? A. In the one case the report of the 
Treasury Board, signed by the Minister of Finance, is sent to the Privy Council; 
‘in other cases the precis of the cases is prepared and either attached on the file or 
kept by themselves and finally copied into this book; that is one of them. 

Q. Finally copied into this book? A. Not finally, but ultimately. 

. I suppose this 30th November minute is a copy from somewhere else? 
A. A copy from the document under your hand. 

Q. A copy from the document which I have here with printed top, “ Extract 
from the minutes of the Meeting A. That is a draft. 

Q. Which is a draft? A. You see it is a draft underneath. 

Q. You said it was a draft, which is a draft? A. The copy underneath is 
a draft. 


Q. But the document itself you said a moment ago was under my hand is 
what? A. The final document of the Treasury Board. 
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Q. I want a little explanation about this; that is not written out, it cannot 
be written out while the Board is sitting, because it is typewritten? A. No. 

Q. Is there any way in which you take minutes of what they do when they 
are sitting? A. I may take a rough memorandum on a slip of paper of those 
who are present, and then the cases of this kind you will find the papers are all 
submitted to the Board, and on the back I may take a rough memorandum of Yes 
or No; ultimately preparing the minute. 

Q. Have you a recollection in this case of what you did? A. In this case 
the draft was prepared, the papers had been gone through and a draft minute was 
prepared for Mr. Fielding for his use. That he took with the papers, and it was 
ultimately returned to me with the initials on it as a minute of the meeting, and 
these initials on the corner are my certificate, so to speak, of those who were pre- 
sent at the meeting, where I am not present myself. 

Q. So far as you know, there was no meeting? A. I was not present at 

>a meeting. 

Q. Will you say there was a meeting A. I do not know; I will give you 
my impression. | 

Q. Iam not asking for impressions; would you say this minute in that book, 
page 458—I think you have told us that that is the final— A. Ultimate rescript. 

Q. That would be prepared from this minute which bears the initials in the 
corner? <A. Yes. 7 

Q. And so far as you are concerned you were not present at a formal meet- 
ing? A. No. 

Q. That is all I want to ask you about that. You said a minute was pre- 


_ pared for Mr. Fielding. This document, which I suppose might go in by itself as 


t 
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EXHIBIT 2—perhaps the whole file might go in. 

Mr. CoMMISSIONER: We must get certified copies of them; I do not want 
originals. Certified copies will answer all the purpose. 

Mr. Hoperns: I may say a Return has been printed by the House of Com- 
mons which contains quite a number of these, and I shall be glad to put that in 
if we can find anyother copy, with certified copies of the additional documents I 
may want, and perhaps the Registrar will take a note of the documents I want 
copies of. I will want a copy of the Minute of November 30th, 1906, of the Meet- 
ing of the Board, the extract. This, which will be EXHIBIT 2, is signed by you. It 
is an extract from the minutes of the Meeting of the Treasury Board held in 
Ottawa on the 30th November, 1906: “The Board had under consideration an 
application made by the Farmers Bank of Canada, under the provisions of the 
Bank Act, for the issue by the Treasury Board of a certificate permitting the said 
Bank to issue notes, and commence the business of Banking. It having been shown 
to the satisfaction of the Board that all the requirements of section 15 of the said 
Act had been complied with, the Board authorized the issue of the certificate 
applied for.” That was prepared by whom? A. By myself. 

Q. On the 30th November? <A. Yes. 

Q. Prior to its containing these initials? A. Yes. 

Q. You prepared it and handed itto whom? A. To Mr. Fielding. 

Q. Returned to you the same day? A. I think so; I think I am correct in 
saying yes. 

Q. You have a memory of that day? A. There is other action which would 
depend on that. 

Q. That is the action you refer to? A. The return of the deposit; it would 
not be returned until that was returned to me. 

Q. Are you quite sure of that? A. Yes. 

Q. Have you any memory apart from that? A. No, not apart from that, 
but I am quite sure of it. : 
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Q: You are quite sure that you would have got this back before returning the 
money? <A. Quite sure.. 

Q. The money was returned that day? A. Yes, the receipt for the money 
is on that file. | | 

Q. What did you hand Mr. Fielding at the time you handed this? A. That 
draft minute with all the papers; he would have that and all the papers. 

Q. Are you prepared to say that as a matter of recollection? A. That isa 
matter of practice, and I am perfectly certain of it. 

Q. Mr. Fielding is not here? <A. No. 

Q. Where is he? A. I understand he is in London with his widowed 
daughter at the present moment. 

Q. Are you prepared to say that you handed him all the papers seis that 
minute? <A. Yes 

Q. Without qualification ? _A. Without qualification. 

Q. Will you tell me what you refer to as “all the papers”? A. If you will 
give me that file I will show you. 

Q. May I ask you for your recollection first? 

_ Mr. Commissioner: I do not think you should treat Mr. Boville that way; 
I think he has a right to see it. 

Mr. Hopverns: If you so rule. 

Mr. ComMmissionER: I do sorule. A. It is the application with the aff- 
davit and the papers accompanying the affidavit. 

Mr. Hoperns: Look at the file now? A. (Looking at the papers). Yes, 
the application, the affidavit with the accompanying exhibits. aie 

Q. Whose affidavit? A. The affidavit of Travers. 

Q. The application, the affidavit of Travers with the accompanying exhibits, 
and what else? A. The correspondence with the Department of Justice. 

Q. What do you mean by the correspondence, give us the dates please? ~A. 
28th November, to Mr. Newcombe, and Mr. Newcombe’s reply of the same day. 

Q. Have you looked through the file? A. Yes. 

Q. Have you told me all that you handed Mr. Fielding? A. Yes. 

Q. Do you remember when you handed them to him that day? ‘A. 2 T:could 
not remember the particular hour of the day. 

Q. Think over the matter, you must remember, the whole of the transaction 
occurred on the 30th November, and that is the date of this minute? A. It 
occurred amidst other items of business during the day. 

Q. Do you recellect what time of day you handed these papers to Mr. 
Fielding? A. I could not say. 

Q. Is it your duty to give careful attention to the details? A. Yes. 

Q. And Mr. Fielding would assume you had handed:him all the papers that 
were of importance? <A. Yes. 

Q. Had you taken any interest in this matter before the 30th? A. Yes. 

- Q. Had you communicated to Mr. Fielding the correspondence that had 
reached the Department prior to that? A. What correspondence? 

Q. Any correspondence about the Farmers Bank? A. ' I had communicated 
all the information J had in my possession. 

Q. That would include correspondence which came in connection with the 
Farmers Bank prior to the 30th November? A. Yes, if any 

Q. I have shown you the file, do you qualify it by ee at any fA, 
There was not any. 

Q. No correspondence connected with the Farmers Bank prior to the 30th 
November? A. You mean outside of the Farmers Bank or with the Farmers 
Bank? 

Q. Concerning the Farmers Bank? A. There is a letter I think you will 
find of mine to Travers about the nature of the documents he submitted. 


Q. Isthatall? A. That is all I recollect. 
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Q. Perhaps you can tell me what letter that is on the file, was it the letter of 
the 21st October, what sort of a letter is it? A. Itis with regard to the amounts 
paid in by each subscriber. : 

Q. Is it the one probably of the 21st November—I said October—is that the 
one? A. Yes, that is it. 

Q. Are you entirely right when you say that is the only other letter? A. 
The only one I have any memory of. 

Q. And that letter is referring to your letter of the 23rd October making a 
deposit under section 13 of the Bank Act? A. That is the deposit of the 
$250,000. 

Q. No doubt; of the sum of $250,000—“I have no doubt that you will be 
applying very shortly for a certificate under section 14 to commence business. In 
the papers to be submitted to the Board in support of the application there is a list 
of bona fide subscribers of capital stock of the Bank showing subscriptions to the 
extent of $500,000. Would you be so good as to have added to this list for sub- 
mission to the Board a statement showing the actual amount of cash paid up by 
each subscriber (Signed) T. C. Boville, Deputy Minister of Finance.” That is the 
letter you refer to? <A. Yes. 

Q. Is that a usual letter to write? A. No, it is not. 

Q. Why was it written? A. On account of the rumours that had come to 
the Department that there might be some action taken by those who were making 
the application for the certificate looking to obtaining part of the cash by indirect 
rieans rather than by cash subscriptions from the shareholders themselves. 

Q. These were rumours only? A. Yes, rumours only. 

Q. Had these reached you yourself or had they reached Mr. Fielding? A. 
They had reached Mr. Fielding, they had reached myself and there had been a suit 
started in Toronto, if I recollect right, which looked to that kind of thing. 

The department had official knowledge of that suit? A. Yes, we had a 
letter from the lawyer in the case. 
Anything more than that? A. A request not to take action. 

Mr. Commissioner: Is that letter there? A. ‘That letter is on the files. 

Mr. Hopains: Not only rumours had reached you, and you think Mr. Field- 
ing, but a letter, was it from Mr. McCarthy? A. Yes, of the 19th October. 

Q. Enclosing copy of awrit? <A. Yes. 

Q. With the endorsement? A. Enclosing special endorsement on writ of 
summons. 

Q. I am instructed that Mr. William Laidlaw’s affidavit accompanied that? 
A. The papers were asked to be returned, so that I have not got it before me. 

Mr. ComMIssIONER: And were returned? <A. Yes. 

Mr. Hoperns: Can you, looking at that file or otherwise tell me whether that 
affidavit was there or not? I may tell you that with my glance at the file I see no 
reference to it at all? A. No, I see no reference to it. 


Q. I want to know whether you recollect that? <A. No. / 

Q. A pretty strong affidavit? A. It isa very strong affidavit. 

Q. Have you seen it since? A. No. 

Q. Yousawit then? A. I saw it then at that time. 

Q. It came down with the copy of the writ of summons? A. Yes. 

Q. Itwassent back? <A. Yes, returned. 

Q. You did not keep a copy of it as you did of the writ of summons? A. 


No, I kept a copy of the writ of summons. 

Q. There is a letter here dated 31st October to Mr. McCarthy from you: 
“ Referring to your letter of the 19th inst. addressed to Mr. Fielding on the subject 
of the Farmers Bank of Canada and the issue of a certificate to the Bank to com- 
mence business under section 15 of the Bank Act, I noticed recently a reference in 
the newspapers to a judgment given by Judge Anglin in a suit relating to this 
matter. In view of the decision rendered I would be obliged if you let me know if 
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you still desire the protest contained in your letter to be brought before the Treasury 
Board upon an application of the Farmers Bank for a certificate to be considered.” 
What was the occasion of writing that letter? A. If I recollect right the suit was 
dismissed. We wanted to have the ground cleared for action by the Treasury Board, 
and if the suit was dismissed and nothing in it we wanted to know. 3 

Q. There was no application made at that time for the certificate? A. No. 

Q. You wrote to Mr. McCarthy having noticed this in the papers? A. Yes. 

Q. Do you remember in Mr. Laidlaw’s affidavit anything said about discount 
notes? A. Ido not remember Mr. Laidlaw’s affidavit at all. 

Q. I was speaking to you a few minutes ago and you said you remembered 
speaking about it? A. No, the writ of summons; I only referred to the writ of 
summons. 

Q. You certainly said it went back with the writ of summons; it was a pretty 
strong affidavit? A. The writ of summons, the original papers sent to me by 
Mr. Leighton McCarthy were returned. 

Q. Let me ask you again, I am instructed that there was an affidavit by Mr. 
Laidlaw with those papers sent to you with the writ of summons? <A. Yes, I have 
no record of it and no recollection of it. 

Q. You had at all events a writ of summons, you kept a copy of that? A. 
Yes, it is marked copy of the original document returned to Mr. McCarthy. 

Q. Had this phase of the matter, speaking generally, come up before you that 
these notes by the various subscribers were being discounted for the purpose of 
raising money to pay the deposit to the government? A. As I said before there 
were rumours. 

Q. Of that particular sort of action? A. Rumours of the incorporators 
endeavouring to obtain money by means of discount for the purpose of making up 
the $250,000 required to be deposited under the Act. 

Q. I suppose that would also come to you in the form of a notice from. Mr. 
Leighton McCarthy. I am going to put in, Mr. Commissioner, the correspondence 
between Mr. McCarthy and the then Minister of Finance, and Mr. Boville. The 
first letter is dated the 8th October. 

Mr. CommissionER: Is not that all part of this same return you are going 
to put in? 

Mr. Hopvains: Yes. 

Mr. CoMMISSIONER: Do not let us split it up. 

Mr. Hopnerns: Shall I read the letters? 

Mr. CoMmiIssIoNER: I don’t think it worth while. 

Mr. Hoperns: Very well, I will put them in. The letter of the 19th Oetohey 
1906, I suppose to Mr. Fielding you would see, that is the one enclosing writ, “ I 
beg to enclose special endorsement upon a writ of summons in the High Court of 
Justice ete”? A. Yes. 

Q. Have you that letter there in the file? A. Yes. 

Q. Further down it says, “I have received information that the alleged sub- 
scribers for shares paid a large sum of money in cash and have signed notes for 
cther large sums of money, and that the persons professing to act in the name of the 
Bank have transferred notes and received the proceeds, and that a deposit either has 
been made or will be made of the cash received and the proceeds of these notes, or 
a sufficient amount to make up $250,000. I wish you will have the kindness to 
acknowledge the receipt of this protest against the granting of the certificate ”— 
did that go before Mr. Fielding? A. Mr. Fielding saw that. 

Q. And saw the endorsement on the writ of summons? A. Yes. 

Q. You wrote Mr. McCarthy on the 23rd October acknowledging that letter 
and stating “ When application is made by the Farmers Bank to the Treasury 
Board for a certificate to enable them to commence business the representations con- 
tained in your letter with its enclosure will be laid before the Board”. Will you 
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tell me why that was not done? A. Because the document was withdrawn after- 
wards; I could not submit it to the Board; I had not it, it was withdrawn. 

Q. Why did you write the letter of the 21st November asking particulars as 
to the amount paid by each subscriber if the action had been withdrawn and you 
were satisfied? A. On account of these other rumours and to protect ourselves, 
if possible. 

Q. The rumour was that the subscribers had not paid up in cash but had 
given notes? A. The rumour was rather that those who were seeking for the 
certificate were endeavouring to raise some part of the $250,000 by means of 
discounts. 

Q. That was specifically charged by Mr. Leighton McCarthy in his letter, 
and did you notice whether that was involved in that suit or not? A. I do not 
recollect. i 

Q. Iam not very sure that it isin that endorsement? A. I do not recollect. 

Q. At all events you had the letter before you. The suit itself impressed you 
J suppose as a suit to set aside the subscriptions by these—A. Something of that 
kind. 

Q. And I suppose you did not concern yourself very particularly with it? 
A. Not after it was withdrawn; it was dismissed. JI presumed the action of the 
Court meant something. . 

Q. Did you see what the action of the Court was? A. I must have read it 
from the ‘Globe’ of the 29th October, because I have a memorandum, “ Vide 
‘Globe’ 29th October, page 7.” 

Q. You did not get a copy of the judgment? A. No. 

Q. The ‘Globe’ report showed that they had assigned their claims to some- 
body else? A. Something of that kind. 

Q. Or had been settled with? <A. Settled with. 

Q. Is that all the information you got, or did you get a copy of the judgment 


_ at any time before the issue in order to see? A. No. 


Q. The information that you had then at that time was that certain sub- 
scribers were disputing their subscriptions and had given notes for the balance of 


their claim, that their subscriptions had been transferred to other people, and they 


had been paid off, am I right in-that? A. I don’t know that that feature was so 
very strongly before us. 
. What was the feature? A. The writ of summons had been withdrawn 
and the case dismissed. I did not take any material interest in the case after that. 
Q. Did you not take any interest in the case in which it was set up that the 


subscriptions had been obtained by fraud? A. That was only an allegation. 


Q., I am speaking now as to the action of the Department, did you find it 
necessary in view of the charges made there to investigate further and see whether 
there was any truth init? A. It was in that line that the Department was acting, 
and asking for this special information from Mr. Travers. 

Q. If these same parties who had made the charges of fraud, and whose sub- 
scriptions you knew had been settled by other people—because that is what the 
‘Globe’ said, was it not? <A. Yes. 

Ont they appeared in the list that Mr. Travers submitted to the Minister of 
Finance and that you handed him, would you think that attention should be called 
to that feature? <A. I do not think so. These people might have come back and 
been mollified and subscribed again, especially in view of the affidavit. 

Q. Of what affidavit? A. Of the affidavit submitted—Travers’ affidavit. 

Q. Jam asking you if the Department made any effort to find out, either from 
ceeing the judgment of the Court in that action, or by enquiry from Mr. McCarthy, 
or by enquiry from any one else as to whether the settlement of that suit involved a 
complete withdrawal of the charges, and the substitution of other subscriptions? A.. 
No, because the whole thing was deleted by being withdrawn. 


Q. Thatis your assumption? A. Yes. 


20 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. But the means of investigating that you did not take? A. There was no 
investigation of that kind. 

Q. When this list of subscribers came down, that was the list you asked in 
your letter of the 21st November, was it not? A. The 2ist November, yes. 

Q. In consequence of the rumours and of that letter from Mr. bee 
saying they were issuing that $250,000? <A. Yes. 

Q. You had apparently not been satisfied by the settlement of the suit so far 
as that feature had been concerned? A. We wanted to make further inquiry. 

Q. You would not do that if you were sure? A. There had been some 
allegations and we wished to satisfy ourselves. 

Q. Isay you were not satisfied by the settlement of the suit upon that point? 
A. No, because this had not been the practice in previous cases. 

Q. I am not really concerned with the reasons, but you really did not feel 
that that was got out of the way by the settlement of the suit? A. We wished to 
strengthen our position by getting this special information. 

Q. I suppose I had better take it at that. Your position still needed to be 
strengthened on that point? <A. Yes. 

Q. When that came down did you check over that list of subscribers? <A. I 
see the check marks on it but I did not check it. 

Q. You see your letter says, “In the papers to be submitted there is a list 
of bona fide subscribers of capital stock...... would you be good enough to add to 
this list for submission to the Board a statement showing the actual amount of 
cash paid up by each subscriber ”—in that list which you handed to Mr. Fielding 
the names of these parties who had brought this action and had since been settled 
with are included as bona fide subscribers, was that noticed by you? A. I don’t 
think there was any attention paid to it at all. 

Q. Did you look to see whether that feature was there? A. I don’t think so. 

._ Q.. If you had noticed it you would have returned the list for correction? A. 
Not necessarily. 

Q. Why not? <A. In view of the affidavit because that was a very strong 
affidavit. . 

Q. At all events that feature of it was not gone over; the list bears the marks, 
you say of checking? A. I see the checking marks on the outside here. 

Q. What on earth would you have to check that with; what could you check 
that list of subscribers with if it was not with the writ of summons? A. These 
are subsequent check marks. 

Q. In the letter of Mr. Fielding which was written on the 30th November, to 
Mr. Travers, am I wrong in saying that you dictated that letter? A. You are; 
Mr. Fielding dictated it later himself. 

~  Q. And he I believe handed that out to Mr. Travers, do you know about that 
yourself? <A. No. 

Q. The letter is dated the 30th November: “There is a phase of the matter 
which I should like to bring to your notice so that you may consider it at once. It 
nas been represented to us that in some previous instances where an application was 
in all respects apparently regular there was actually an evasion of the intention of 
the Bank Act in relation to the paid-up capital. We have been told that in some 
cases the subscribers did not actually pay in cash, but gave notes to the Provisional 
Directors which were used to raise the money. On account of information of this 
kind which has reached us in relation to a previous case we deem it proper to scan 
very closely every application for a certificate which comes to us. I shall be glad to 
lave an assurance that nothing of the kind has taken place in relation to the sub- 
scriptions for the Farmers Bank, but that the amounts set forth in the application 
as having been paid up have in every case been bona fide cash payments”? A. 
Yes. 

Q. What is the date of that affidavit that you speak of as being such a strong 
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affidavit, is it the one dated the 2%th November made by Mr. Travers? A. The 
27th November, by Travers. 

Q. When did that reach the Department? A. It was forwarded from 
Toronto on the 2%th November and evidently was received the next day, on the 
28th. 

~ Q. And then it was not in the hands of the Department during the 28th and 
29th, was it? A. It must have been in the hands of the Department on the 28th, 
because I enclosed it to the Department of Justice. 

Q. And they would have had it on the 28th and probably the 29th; Mr. New- 
combe’s letter was the 28th? A. The same date. 

Q. Did he get it back the same day? A. The same day. 

Q. Then evidently on the 30th Mr. Fielding was not satisfied with that affi- 
davit? . A. J would not say that. 

Q. Were you? A. I was satisfied with it. 

Q. Based upon what you have told us, the withdrawal of the suit back? A. 
Yes, and the strength of the affidavit itself, and the people who were at the back of it. 

Q. Who were the people at the back of it? The shareholders. 

Q. Did you know any of them? A. No, but they represented the farming 
element, evidently well spread throughout the County of Halton, and they repre- 
sented a good class of people as far as I knew. 

Q. Will you tell me what you did other than what you have already said in 
connection with this, before you handed the papers to Mr. Fielding to satisfy your- 
self upon the point raised by Mr. McCarthy in the matters set out in the writ of 
summons, and in the matters referred to in the Minister’s letter of the 30th Novem- 
ber, which he says requires them to scan very closely every application for a certifi- 
cate? A. Scan all the papers in the light of the requirements of the section of 
the Bank Act. 

Q. Yes, but other than what you have told me as to what you went over or 


what you did, was anything else done? A. I do not think so, other than check- 


ing the notices, the necessary requirements. 

Q: The preliminary requirements? A. Yes. 

Q. Did you know anything at all or did you take any means to verify the 
statements that were in the prospectus as to the directors? A. No. 

- Q. Some of those directors were members of Parliament then, were they not? 
ie ¥ és) 

Q. You made no enquiry from them? A. No. 

Q. Mr. Calvert’s name, I see, is given; does that feature enter into the cal- 
culations at all? A. That feature enters more into the calculations of the Bank- 
ing and Commerce Committee of the House of Commons. 

Q. But not into the Department’s? A. No. “In every case a Committee 
upon any bill for incorporating a Company may require proof that the persons 
whose names appear in the Bill as composing the Company are of full age and in a 
position to effect the objects contemplated, and have consented to become incor- 
porated ” (section 104 of Rules of the House of Commons). 

Q. But these names only reached the Department of Finance on the 28th 
November? A. Yes. 

Q. They never reached the Banking and Commerce Committee. I am only 
asking you, the names of Members of Parliament in Ottawa appearing as Directors, 
whether any enquiry is made from them? A. No. 

Q. I suppose you cannot tell me whether anything further was done by way 
of enquiry? <A. No. 

Q. Did you submit to Mr. Newcombe, the Deputy Minister of Justice, the 
correspondence with Mr. McCarthy on the writ of summons, the copy you had 
retained? A. The letter to Mr. Newcombe would have to speak for itself; I could 


not say for certain. 
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Q. Mr. Newcombe’s letter I see does not give any details; can you say 
whether you submitted those to him or not? A. I could not say. | 

Q. He makes no reference to it? <A. No. 

Q. You would recollect if you had, would you not? A. No, I would not. 
We might send him the whole file or we might only send him the papers relevant. 

Q. I want to see how far you regarded that as important at that date? A. 
The practice would be to send only the papers which were relevant. 

Mr. CoMMISSIONER: To the enquiry you were making? <A. Yes. 

Mr. Hopeins: That enquiry was whether on the papers submitted such a 
certificate might legally issue? A. Yes. 

Q. Was that enquiry made in all bank cases as'a matter of form? A. I 
would not say all the bank cases, but Mr. Fielding was generally very particular 
about having the advice of the Department of Justice, and I was starting in at that 
time. 

Q. What you wanted to know was whether apparently the Bank Act had been 
complied with? A. Yes. 

Q. And that was all? A. Yes. 

Q. You were taking any responsibility there might be in regard to the 
enquiries which had been made by the Department? A. That is our responsibility. 

Q. Did you know Travers yourself? A. No. 

Q. Had never seen him before he came to Ottawa? <A. No. 

Q. When did you see him first, was it before the 30th or on the 30th? A. 
T think it would be probably before the 30th. Mr. Fielding delivered his Budget 
speech on the 29th, and I fancy Mr. Travers may have called at Department 
the day before or that day regarding the matter. 

Q. You do not remember seeing him then? <A. No. 

: : The application of Travers was the one you enclosed to Mr. Newcombe? 
. Yes. 

Q. That application is given in this printed memorandum dated 27th Novem- 
ber, that is the one enclosing the declaration? A. Yes. 

Q. “I have the honour herewith to forward declaration of the General Man- 
ager of the Farmers Bank of Canada, setting forth the facts relating to the incor- 
poration, organization of said Bank and also giving the names of the Directors — 
elected at the meeting of the subscribers, and such other particulars as required 
by the Bank Act; the provisions of the Act as to subscriptions and deposits with 
the Receiver General having been fully complied with on behalf of the said Bank, 
I apply for the Certificate of the Treasury Board permitting said Bank to com- 
mence business of Banking.” There is the time the application first came in, that 
would be the 28th? A. Probably the 28th. 

Q. Then I suppose, apart from the letters on the 30th, whatever had been 
done with regard to satisfying yourself had been done prior to that in anticipation 
of the application? A. What is that? 

Q. I suppose that whatever you had done with regard to satisfying yourself 
had been done previous to the 28th November? A. I do not catch the drift. 

Mr. CoMMISSIONER: Before your letter to Mr. Newcombe, what belonged to 
your Department was that all finished? A. That was all finished before we wrote 
to Mr. Newcombe. 

Mr. Hopeins: Is it the practice of the Department to ask when an applica- 
tion is made for the authority of the person applying? A. No. 

Q. Who were you issuing the certificate to? A. The Farmers Bank. 

Q. Are you familiar with the Bank Act? A. Generally. ‘ 3 

Q. You know what the Provisional Directors can and cannot do? A. Yes. 

Q. And know there requires to be an election of Directors? A. Yes. 

Q. And some resolutions or authority to apply for the certificate? A. Is 
. that in the Bank Act? 
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Mr. ComMIssIonER: I do not know that you need examine Mr. Boville upon 
the law. 

Mr. Hopeins: If I did I would find very little he did not know about it, I 
am only asking for information in order to found a question whether he made 
enquiries. 

Mr. ComMissionEr: He says it is not usual to do so? A. It is usual in 
these matters to deal with the general knowledge and the information by some one 
who knows the facts, the General Manager practically in all cases. 

Mr. Hoperns: Without any evidence that the Board of Directors has been 
legally elected? A. Oh, no. 

Q. I think you will agree with me that that is required by the Bank Act? 
A. Oh, that is required by the Bank Act. 

Q. You took Travers’ declaration that day without further enquiry? A. 
We heard, generally by the newspapers, that he had been elected General Man- 
ager. . 

Q. With regard to the formality? A. No formality. We had no definite 
legal instrument advising us that he was General Manager. 

I am not speaking of his being General Manager. .I am speaking of the 
proper election of Directors? A. That comes in the Bank Act. 

Mr. CoMMIssIoNER: Does his declaration cover that ground? A. Yes, his 
declaration covers that ground. 

o And that is all you require? A. Yes; section 13 of the Bank Act says 
reads). 

Mr. Hopcins: Before the certificate issues there are certain statutory 
requirements, and that is one? A. Yes. 

Q. The establishment of that fact that they were properly elected directors? 
A. Yes, and that is covered in the affidavit. 

Q. And upon that you acted? <A. Yes. 

Q. On the 30th November you cannot recollect the time at which this was 
taken over to Mr. Fielding. A. No. 

Q. His letter to Mr. Travers speaks of an interview at one o’clock or else in 
the afternoon. A. Yes. | 

Q. And from information I have T should think it was in the morning, was 
it not? <A. I could not tell you. 

Q. Did it pass entirely out of your hands after you handed— A. Practi- 
cally, yes. ; | 

Q. When did you come into it again, get this minute of the Treasury Board? 
A. Mr. Fielding would send it to me, and it must have been sent to me in the 
afternoon some time. 

_ Q. The whole of the business connected with this, other than what you have 
told us, must have been transacted between one o’clock in the afternoon of the 
30th and the evening of the 30th, when somebody got the certificate? A. Yes. 

Q. Who got that certificate, who was it handed to? A. If you read my 
letter to Mr. Travers of the 30th, “ Referring to your letter of the 27th inst., to 
the address of the Deputy Minister of Finance applying for the certificate of the 
Treasury Board entitling the Farmers Bank of Canada to commence business of | 
banking, I beg to hand you herewith a certificate issued under the authority of 
the Treasury Board in accordance with the provisions of the Bank Act”. So that 
it was handed to him on the 30th. 

Q. You handed it to Mr. Travers enclosed in the letter? A. I handed it 
with the letter, yes. 

Q. Are you quite sure of that? A. I think so. It is a long time back. 

Q. Was any one with Mr. Travers at the time? A. I do not think so. 


Q. Was Mr. Stratton there? A. No; I think Travers was alone. 
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Q. You think it was handed to him? A. Yes; the letter says it was handed 
to him. : 

Q. Was the cheque handed back to him? A. JI also said in the letter, “I 
beg to hand you herewith Finance Department cheque on the Bank of Montreal, 
Ottawa, in favor of the Farmers Bank for $245,000”. 

Q. How late in the afternoon did this take place? A. I suppose about 
five o’clock. 

Q. You gave the fone of the Treasury Board, the cheque, the cortineats 
and wrote these letters? A. Yes. 

Q. In the afternoon? A. Yes. 

~Q. So as to hand them over to him so as to be through by five o’clock? A. 
It may have been about that. After the Treasury Board had given its decision 
the rest is only a matter of a short time. 

Q. Did you see a man named C. H. Smith there at all? A. I did not 
know C. H. Smith. 

Q. He was down at the same time Travers was? A. I do not remember 
any C. H. Smith. 

Q. He got $1,800 from Mr. Travers that day in Ottawa? A. I don’t know 
anything about that. 

Q. Did you see Mr. W. H. Hunter? A. No. 

Q. Did you see Mr. Norman Guthrie? A. No. 

Q. All the dealings were with Travers? A. Yes. 

Q. Was there any reason for issuing this in such a hurry between one aia 
five o’clock on the same day? A. No, the ordinary way of doing business. As 
aay as the Treasury Board gives its decision, it is only a matter of half an hour’s 
wor 

Q. It is as easy as that? A. After the decision is given the rest is easy. 

Q. I should think it would be easy,. considering what you handed Mr. Field- 
ing? A. Well, that is your opinion. 

Q. Was there any demand ‘made on Travers that evening to your knowledge 


for the return of that certificate? A. Not to my knowledge, I know nothing 
about that. 


Q. Did you ever hear anything about it? A. No. 
J. Youdid not go? <A. No. 
Q-. Nor send for ii?) A.* No. 
: Q. Do you know if Mr. Fielding went? A. I could not tell you. I don’t 
now. 
Q. Were you instructed afterwards to get it back? A. No. 
Q. Did you go later? <A. No. 
Q. Ido not mean later in the day or evening, I mean later in point of time? 
A. No. 
Q. To see Mr. Travers? A. No. 
Q. You make no effort to recall the certificate once it was issued? A. No. 
Q. Did you receive a letter on the following morning that you answered from 


Mr. Edward Clouston? A. Yes, that is on the file. 

Q. Received it on the first December? A. Mr. Clouston’s letter of the 30th 
November. 

Q. Have you the original letter? A. Yes, there is the original letter. 

Q. Dated November 30th at Montreal? A. Yes. 

Q. Nothing to show when that was received? A. No; in ordinary mail it 
would be received the next morning. ‘ 

Q. This is your reply to it? A. Yes. 

Q. December 3rd, would that be the date you replied to it? A, Wes, the 
date of our reply. 


Q. That letter of Sir Edward Clouston just repeated what Mr. McCarthy 
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had written, did not it: “In connection with the application of the Farmers Bank 
of Canada for the usual certificate from the Treasury Board I have 1eason to 
believe that the money lodged or to be lodged at Ottawa as stock subscriptions 
cannot be regarded as paid-up capital, and that a large proportion of the amount 
necessary to the obtaining of a certificate is a loan made upon the promise of its 
re-payment when returned by your Department. Permit me to request that if only 
for the protection of the public the Treasury Board will exercise its right to refuse 
to issue the certificate if it thinks best to do so until a thorough investigation has 
been made into the circumstances stated therein”. Mr. McCarthy’s letter 
apparently says, as I read it, the same thing. I would like to ask you whether you 
gained the same impression from it. “I have received information,” Mr. McCarthy 
says, “that the alleged subscribers for shares paid a large sum of money in cash 
and have signed notes for other large sums of money, and that the persons pro- 
fessing to act in the name of the Bank have transferred notes and received the 
proceeds, and that a deposit either has been made or will be made of the cash 
received and the proceeds of these notes, or a sufficient amount to make up 
$250,000.” 
| Mr. ComMissIoNER: ‘There is a very important statement of Mr. Clouston’s 
which is not there, the money will be returned to the lender. 

‘ Mr. Hopeins: Yes, probably not known to or thought of by Mr. McCarthy; 
I am asking you. 

Mr. CoMMISSIONER: I do not think that is a fair question at all; the letters 
speak for themselves? A. The letters speak for themselves. 

Mr. Hopverns: Of course they do, but I want to know whether the explana- 
tion he gives to Mr. Clouston is the explanation he would have given to Mr. 
McCarthy. 

Mr. CoMMISsIONER: I do not think that is right to speculate on what he 
would have given. 

Mr. Hoperns: I will put it to you in another way: this letter then to Mr. 
Clouston sets out, does it not, pretty well your reason why the certificate was 
granted? <A. Yes. 

Q. It speaks for itself? A. Yes. 

Q. You have nothing to add to it? <A. No. 

Q: “In view of published reports in the newspapers of some litigation in con- 
nection with the subscriptions to the capital in the Bank the matter has had the 
careful attention of the Department”. Did that include the matter that Mr. 
McCarthy had laid before you in the letter I have read you? A. I presume it 
would be borne in mind. 

Q. What had been done then to investigate that—“ had the careful attention 
of the Department” ? A. I say the matter of the issue of the certificate. 

Q. That is what this means? <A. Yes. 

Q. What careful attention, if any, was given to the question of how. the 
$250,000 was being raised? A. Special form of affidavit, special information 
asked for by affidavit, and the special questioning by Mr. Fielding of Mr. Travers. 


Q. “And some time ago the General Manager of the Bank was communicated 
with to the effect that when applying for the certificate to commence business in 
addition to the list of subscriptions to the extent of half a million required by the 
Bank Act the statement should contain also the actual amount of cash paid up by 
each subscriber on his subscription. On the 29th ultimo application in due form 
was made by the Bank for the certificate permitting it to commence the business of 
Banking. The application was accompanied by the usual documents and also by a 
list of the subscriptions and cash paid in by each subscriber. The list itself covers 
over 500 names, and nothing therein appeared calling for any particular comment.” 
T understand you to say that this was not checked over? A. It was scanned fairly 


gq closely as to where these men came from, as to their— 
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Q. You would not expect to find anything in the list which would show what 
money was improperly obtained? A. It would not be in the list, that was in the 
affidavit. 

Q. Beyond scanning where they came from there was nothing done with — 
regard to that list. “ From the statutory declaration of the General Manager I 
quote the following paragraphs ”—you set out paragraphs 4 and 5? A. Yes. 

Q. “I previously had some conversation with Mr. Fielding who was very 
busy in connection with the preparation of the Budget speech, with regard to this 
application, but on Friday last, the day after the Budget speech, Mr. Travers, the 
General Manager, had an interview with him. In the course of this interview that 
gentleman, gave a most positive assurance that ‘not a dollar’ of the amount 
deposited had been borrowed”? Was that given in your presence? A. I think 
that information Mr. Fielding gave me. 

Q. “For the purpose of record Mr. Fielding wrote Mr. Travers a letter of 
which I enclose a copy, asking for the assurance that the amounts set forth in the 
application as having been paid in were in every case bona fide cash payments. I 
enclose a copy of Mr. Travers’ reply ”’. 

“Under these circumstances there did not seem to be any warrant for the 
withholding of a certificate under section 14 of the Act, and, accordingly, a certi- 
ficate was issued on the 30th ultimo”. -That sets out your meee AS uy Gs; 

Q. Do you still adhere to it? A. Yes. 

Q. No attempt was made by the Department to recall that certificate? 
A. No. 

Q. Had Travers left Ottawa? A. I could not tell. 

Q. The same evening? A. I don’t know. 

Q.. Did you make enquiries when you got Mr. Clouston’s letter as to whether 
he wasin town? A. No, I don’t think I did. 

Q. Attention has been called to the fact that Mr. Clouston’s letter contained 
another charge which was not before you, that is that the money when borrowed was 
agreed to be returned out of the money to be handed back by the Government? 

No. 

Q. Did that feature strike you as being important? A. No. 

Q. You made no enquiry from Mr. Travers as to that? A. No. 

Q. Are you aware that the Bank did not open for business till the 2nd 
January, 1907? A. I could not tell you when they opened for business, it was'a 
short time I remember, but the exact time I could not remember. 

Q. It would have been quite easy to recall that certificate? 

Mr. Commissioner: Do you argue there was any power in the Treasury 
Board or in the Minister or anybody else to recall the certificate ? 

Mr. Hopains: Yes, if it was obtained under circumstances which an in- 
vestigation turned out to be fraudulent, he could recall it. 

Mr. ComMIssIoNER: I don’t know whether that is so or not, but that is what 
you are going to argue? 3 
| Mr. Hopvains: Yes. Of course there is another phase of it I shall argue, 
that business prudence would indicate when Mr. Clouston, the President of the 
Bankers’ Association, writes that letter, and the certificate had only left the 
Department that enquiry ought fairly to be made at once. 

Q. Beyond answering Mr. Clouston did you take any ae to notify Mr. 
Travers of what was said in that letter? A. I do not think so; the correspondence 
will show. 

Q. There is no correspondence that does show that? <A. I do not think so. 

Q. If that be so why had you notified him when Mr. McCarthy’s protest came 
in? A. In the case of Mr. McCarthy’s protest we want to let him know we 
would practically oppose the issue of a certificate unless that objection were 
cleared up. 
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Q. What I cannot understand is why the matter should have gone through in 
such haste and apparently without the matter being investigated before it was 
issued, and then when this matter comes up again why at all events then the 
Department could not have made enquiry? A. So far as the use of the word 
“haste ” is concerned there are classes of business which come to the Department 
which are always dealt with promptly; the issue of licenses to Insurance Com- 
panies and matters of that kind, where interests are involved, and probable loss of 
money, and those things are promptly dealt with. 

Q. Turning to a little later date the correspondence of the Department shows 
you were communicated with in April, 190%, with regard to notes under discount 
at the Milton office? <A. Yes. 

Q. Had you to do with that? A. It is of interest to the Department. 

Q. I know, are you the one in the Department that had to do with it? A. 
The letter was addressed to myself. 

Q. Did you connect in any way the two things, the charge made by Mr. 
McCarthy with regard to the notes and the actual fact that Mr. Vankoughnet 
states to you on the 17th April? A. No, they were not connected, I don’t think. 

Q. 17th April: “ Will you kindly give me your opinion on the following : 
our General Manager sends to the different Branches lists of notes given in pay- 
ment of our capital stock. These notes he makes the Managers put through as 
discounts, crediting the amount to Head Office. This is figured in the Government 
Return as paid-up capital and circulation issued to that amount. If I read the 
Bank Act correctly, section %6, he is asking us to do what is not right. As I do 
not wish to do anything contrary to the law I should be much obliged if you give 
me the ruling on it. With many apologies for troubling you. 


(Signed) “@G. VANKOUGHNET, 
Manager.” 


A. I-did not think it was any province of mine to give a ruling on that. 
The information was of interest to the Department because if the circulation of 
the Bank were increasing abnormally beyond their really paid-up capital they 
would be liable for fine for infraction of the Bank Act. 

Q. You did not connect this, however, with the fact that the notes had been 
given for subscriptions and used to get in the $250,000? <A. No. 

Q. You wrote to Mr. Vankoughnet then on the first May: “ While it is not 
deemed expedient to enter into correspondence at this stage, the matter referred 
to by you is of sufficient importance to warrant further enquiry. This will shortly 
be made. I should like to have a copy of any of the notes”. Was the note produced 
here and shown Mr. Henderson, do you know, the note that was forwarded to you? 
A. Yes, I think that is the note. 

' Q. That is not printed in the printed Return; I would like that note to go in. 
~—Note referred to filed as Exureir 3. 

Q. That was one of the notes (Exhibit 3)? A. Yes. 

Q. You got a further letter from him May 3rd, “I received your letter of the 
ist instant and enclose as requested one of the notes which I referred to in my 
letter to you of the 17%th ult; when we renewed these notes we dated them 2nd 
January, 1907, or later, and made them payable at this office. The amount under 
discount at this office, 30th April, was about $111,885.” There is no further letter 
to Mr. Vankoughnet, he does not appear to have got any satisfaction or information 
from the Department? A. It was not a valuable correspondence to carry on, 
because there was nothing that I could do for him directly. I think later on we 
asked for a special Return. 

Q. You-communicated with Mr. Travers immediately? A. I asked ie a 
special Return later on. 7 
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Q. You asked him on the 2nd May for certain detailed information: “ What 
portion, if any, of the $375,473 paid up capital of the Bank as per Return of 
liabilities and assets of March 30th, 190%, is represented by promissory notes or 
other obligations of shareholders or the proceeds of the same of which the Bank is 
the holder or is liable thereon.” 

“The names and holdings of stock of such shareholders, if any, with par- 
ticulars of such notes or obligations now current.” 

_ Then you draw his attention to section 113. Did you get that information? 
A. - Yes. 

Q. And-have you it there? <A. Yes. . | 

Q. That is not printed in this return, is it? A. I do not recollect.’ 

. Q. How much does that show? <A. Out of $375,000 paid-up capital as 
per Return 30th March, 1907, represented by shareholders’ notes held by the Bank 
$59,110. : 

Q. Did you notice that Mr. Vankoughnet said the amount under discount at 
his own office at Milton was $111,000? A. Yes. . 

Q. Did you call attention of Mr. Travers as to the disparity between those 
two? | 

Mr. CommissioneR: How is this relevant to the enquiry? It has nothing 
to do with the issuing of the certificate? | 

Mr. Hopains: No, but it has to do with the conduct of the Bank afterwards. 

Mr. Commissioner: It seems to me it is going pretty far atield, however, 
if you think it is important T won’t stop it. 

Mr. Hoperns: I only just want to see what the Department did; I am not 
going to pursue the matter to any length. 

Mr. Commissioner: I do not think that is involved at all. I am not asked 
to investigate the conduct of the Department with regard to these reports that were 
sent to it, and I am not going outside the mandate I have. 

Mr. Hoperns: If you rule that this enquiry is unimportant in view of the 
Commission I will not pursue it. 

Mr. Commissioner: I do not think at present it is covered except so far as, 
if at all, it affects the first branch of the Enquiry with which you have just been 
dealing, the issue of the certificate, and I don’t see how it does. 

Mr. Hoperns: It cannot possibly affect that, because the certificate had been 
issued to the Bank, and the Bank in operation. It only shows notice to the Depart- 
ment of a state of affairs— f 

Mr. Commissioner: I am not trying the Department; that is not my 
function. 

Mr. Hoverns: I appreciate that, but I do not know that you can report upon 
the causes of the failure of the Bank altogether without seeing that it was allowed 
to go on by the Department without attention being called to this, that Travers 
was making these statements, and if the Department had knowledge or noticed they 
were untrue, and did not investigate them, I think it is in the public interests that 
that should come out. 

Mr. Commissioner: I do not think that is within the scope of the enquiry. 

Mr. Hopains: At all events when we get further into the matter, and the 
eauses of the failure of the Bank come up, perhaps it may be relevant there. 

Mr. Commissioner: I do not see how at present it can. If it does Mr. Boville 
can be called then. 

Mr. Hopatns: It can be resumed then. That will shorten Mr. Boville’s 
examination up in that respect just now. 

The Commission adjourned at 1.40 P.M. to 3 P.M. 


The Commission resumed its Sittings at 3 P.M., March 13th, 1912, at the 
Court House, Ottawa. , 


; 


( 
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NORMAN G. GUTHRIE, sworn, examined by— 
; s 
Mr. Hopeins: Q. You are a practising Barrister in Ottawa? A. Yes, sir. 
Q. And were practising here as a member of the firm of Pringle & Guthrie 
in November, 1906? A. Yes. 
Q. Did you know Travers, the Managing Director of the Farmers Bank, at 
that time? A. I met him in Ottawa at that time. 
Q. Had you known him before? A. No, sir; JI had never seen him till 
that occasion. 
Q. Were you the Mr. Guthrie that he saw that day on professional business? 
A. What day was that? ; 
_ Q. The day you saw him in Ottawa? A. I presume so. I was the only 
Mr. Guthrie in Ottawa at the time, I presume. 
Q. The date I speak of is the 30th November, 1906? A. I would be the 
Mr. Guthrie. 
Q. Do you remember his coming to you for any purpose? A. I remember 
fairly distinctly. 
What was his object, as explained to you? A. He came to my office 


‘in the ‘ Citizen’ Building shortly after four o’clock for the purpose of paying me 


some costs which had been arranged between himself and my client in an action in 
which I was acting in an adverse interest to the Farmers Bank; that was the object 
of his visit. 

Q. I suppose it is impressed on your mind because it was a question of costs? 
A. Well, yes. 

-Q. Who was the client you speak of? A. OC. H. Smith. 

Q. When had he became your client? A. He had become my client, I 
think, two or three days previously. I could not speak accurately. 
, Q. Do you know if he came down with Travers? A. I could not say as to 
hat. 


Q. Or with Mr. Hunter? A. T could not say as to that. 

Q. Then he drifted into your office? A. He was sent to me by Mr. A. S. 
Lown. Mr. Lown used to practise law in Drayton, and he knew me, and he advised 
Smith to see me. 3 

Q. <A. 8S. Lown was one of the Provisional Directors of the Bank? A. Yes. 

Q. What was the nature of Smith’s claim that you say was adverse to the 
Farmers Bank? A. As I recollect the instructions given me by Mr. Smith, he 
had been acting as Secretary to the Provisional Directors, and when Travers took 
over the General Managership of the bank he had quarrelled with Smith and had 
discharged him, and Smith claimed that at the time of his discharge there was a 
considerable sum of money due him for services, and, as I recollect it, commissions 
on sale of stock and a number of matters. When he came to me he wished me to 
take whatever proceedings might be necessary to endeavor to collect the claim. 

Q. Have you any idea why he came to Ottawa to do that when the bank 
was in Toronto? A. Well, I have not any particular idea, except that I am sure 
that it was his intention to endeavor to enforce a settlement, and if he could not 
do so to issue a writ and deposit it with the Department of Finance and fight the 
issue of the certificate. 

Q. Isuppose he instructed you along that line? A. He instructed me very 
generally. In the first place, he was in bodily fear of Travers; he had been dis- 
charged, and Travers had used considerable violence; and Smith put up at the 
Grand Union Hotel, I recollect, and no doubt his registry can be found there. 
Travers was at the Russell, and I had a great deal of trouble to bring the parties 
together in order to discuss the question. 


Q. Did you do that? <A. I did that. 
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Q. In your office? A. No, in the Russell House; Mr. Travers, and his 
solicitor, Mr. Smith’and I. 

Q. Who was Travers’ solicitor? A. I think it was Mr. Hunter, of Toronto. 
I had never met him before. 

Q. A gentleman with spectacles? A. Yes, and a reddish beard. 

Q. Did this occur on the date I mention, the 30th November? A. No, 
that occurred, I think, the day before. The parties were brought together, and as 
I recollect it Mr. Smith and Mr. Travers arranged a settlement, I think, of $1,800, 
payable by a note at three months, or something of that sort, and I was informed 
-by Mr. Smith of the settlement. Then, on the 30th November, Mr. Travers called 
at my office with the object of paying the costs. 

Q. Was this settlement arranged between Smith and Travers on that date or 
the date previous? A. LI think it was the day previous. 

Q. Were you present when the settlement was arranged? A. No. 

Q. Undoubtedly, your instructions were, if not settled you must prevent the 
issue of the certificate? A. No, they hardly went to that extent. I questioned 
Mr. Smith with regard to that, and he said he had no material on which he could 
oppose the certificate unless he issued a writ. I asked him if there was any means 
by which he could delay the issue by the Treasury Board, and he told me he did not 
know anything, except there were four or five names which should not be on the 
affidavit as shareholders on account of their subscriptions being cancelled, or some- 
thing of the sort, they might be on the schedule. I attended the Department of 
Finance and I saw the affidavit filed by Mr. Travers and the schedule, and as far 
as my recollection goes these names were not. ; 

Q. Did he give you the names? A. Yes, I think I took them on a small 
plece of paper, and I was up at the Department for five or ten minutes. 

Q. Would you recognize them if I were to read you the names? A. It is 
a considerable time ago. The only one I have any recollection of was the late 
Senator Merner; I recollect his name. 

Q. Did he say anything about a writ which had been issued in Toronto, Mr. 
Smith? A. No, he did not. 

Q. Did he mention anything about Mr. Laidlaw’s chents; could we in any 
way get at what names they were through any collateral matter he mentioned? A. 
No, he did not mention them. You see he had been discharged, as I understand 
it, before the material had been prepared, and it was a matter of guess work on 
his part. 

Q. And he gave you such names as he could, and you say you did ‘not find 
them? A. That is my recollection; the search was unsatisfactory. 

Q. Who did you see in the Department? A. I saw Mr. Boville. 

Q. Did you explain to him what you wanted? A. I told him I wanted to 
look at the names on the schedule to the affidavit to see if certain names were thele, 
and he showed me the schedule, and I looked at it and left. 

Q. You did not tell him the purpose of your search, did you? <A. No, I 
did not, because to be quite candid I was afraid of blocking the issue of the 
certificate. 

Q. I thought your client wanted that? A. No, he did not; he wanted if 
if came in the proper way; if he were compelled to he proposed to issue a writ of 
summons, file it with the Department, and ask for a day before the Treasury Board 
to be heard. 

Q. You knew, anyway, he wanted his money on this claim before the certifi- 
eate issued? A. Yes. 

Q. The idea was to prevent that in some way? A. To avoid litigation. 

Q. To avoid the issue of the Treasury certificate? A. On our part it was 
to avoid litigation. 7 


Q. You wanted a settlement? A. Yes. | 
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Q. The litigation would have been directed towards stopping the issue? A. 
No, the litigation would have been directed towards collecting the claim, and mean- 
while I suppose Mr. Smith had intended to go up and carry on what investigation 
he could into the matter and ask the Treasury Board to delay the issue of the 
certificate. 

Q. You proposed to file a copy of the writ with the Finance Department? 
A. That was it. 

Q. You did not get that far? A. As I say, the matter was settled by the 
parties before it came to that point. 

Q. Did you say anything to Mr. Boville about your client, Smith? <A. I 
do not recollect, Mr. Hodgins; I may have mentioned to him for whom I was act- — 
ing; { cannot recollect definitely. 

Q. Having brought the parties together, was the settlement carried out in 
the Russell House, as far as Smith was concerned, apart from the costs? A. As 
far as I recollect, the settlement was in the nature of a note at three months given 
by Mr. Travers to Smith. 

Q. Did you hear that from Smith? <A. Yes. 

Q. Did you see the note? <A. I have no recollection of seeing it; the great 
difficulty, as I said before, in the matter, was to bring the parties together on 
account of the treatment which Smith had received from Mr. Travers. 

Q. The claim was about $2,500? <A. Yes. | 

Q. To come to the interview with Travers, he came into your office for the 
purpose of settling the costs? <A. Yes. 

Q. And had you set the costs at that time? A. The costs had been agreed 
upon by Mr. Smith and Mr. Travers, that was part of the settlement. 

Q. Atwhat rate? A. I was to get $100. 

Q. You had stated that to Smith? A. Mr. Smith rang me up and told me 
of the settlement and asked me if that would be satisfactory, and I said yes. 
| Q. When was the note given to him? A. I cannot recollect that, Mr. 
Hodgins. I do not know that I was ever aware of the delivery of the note. 

Q. Did you get a cheque from Travers? A. Yes, at that interview. 

Q. Then was the interview confined to his giving you a cheque for the $100? 
A. Possibly the best way would be to describe the whole interview. Mr. Travers, 
as I say, arrived at my office some time after four o’clock in the afternoon; he 
appeared to be quite excited, and at the same time to be in very excellent humor. 
He informed me that he had just concluded a very strenuous examination by the 
Minister of Finance in connection with the affidavit which he had filed. I have a 
table in my office and he sat on the opposite side of the table and called for a blank 
form of cheque to pay my costs. 

Q. He called for a blank form? A. He asked for a blank form. 

 Q. On what.Bank? A. I have no recollection; I presume the cheque can 
be obtained. He then wrote out the cheque and threw it across the table to me. I 
looked at the cheque and I saw it was for $110. JI said to him, “ Mr. Travers, I 
understood from Mr. Smith that the costs were fixed at $100,” and he said to me 
something of this sort, “ J am very well pleased with the settlement that has been 
arrived at and have been well treated, and I would be very glad to add something 
to the cheque, as I may have to ask for the use of your office, and ask you to draw 
some papers for me.” I said “It is quite unnecessary to add anything to the 
cheque for that purpose; I would be very glad to have you use the office”. He said 
“J will have some further business with you in Ottawa, and I want to be on good 
terms,” and he was in very excellent humor. ‘That is as I recollect it. 

Q. He left the cheque with you? A. Yes, which I deposited in the bank 
in due course. — 5 . 

Q. And went away then? <A. No. Subsequently to that we had some con- 
versation about various matters, and he showed me a letter which he had been 
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handed by the Minister of Finance. My only recollection about that letter is that 
it was wet from the letter-press. He tossed it over to me and asked me what I 
thought of it. I read the letter and I really did not take in what the letter meant 
as I had no knowledge of the particular point that the Minister of Finance wished 
to bring out. 

Q. Look at that letter, 30th November, copy of the letter there in the Return 
and see if that is the letter you saw? A. I cannot identify it from memory but 
I have no doubt that is the one, I read it very casually. | 

Q. What is the impression left on your mind as to what it was about? A. 
The impression left on my mind was this that Mr. Fielding had examined Mr. 
Travers orally on the items contained in the affidavit. 

Q. Had you seen the affidavit? A. I had seen it previously. I had seen 
it before on behalf of Smith. Mr. Fielding had on concluding that oral examina- 
tion asked Mr. Travers to give him a letter covering the ground on which he had 
examined him, and I presume that was the case. 

Q. What did he ask you to do or say, what did he give you the letter for? 
A. As I say, it was handed to me in the most casual way, and I read it and tossed 
it back to him, and then we had some conversation about it, and I am not perfectly 
certain, but I think he asked me what reply he ought to make, or something of that 
sort, and I pointed out to him that I was in no position to advise him on the reply 
he should make to this letter, as I was absolutely unacquainted with the circum- 
stances. Then I left the office for the day, very shortly after that. He said “ All 
right”, and stuck the letter in his pocket. He said “ You will have no objection 
to my using your office to dictate some letters”, and so forth. I said “ Not the 
least in the world, I would be delighted to have him.use the stenographer”; and 
as far as my recollection goes he stayed in the office and did dictate some letters. 
My recollection is that as I left the office he was walking up and down smoking a 
cigar and dictating. 

Q. Did you see what he dictated that day? A. No, I did not; and I have 
not seen Mr. Travers from that day to this. 

Q. Mr. Travers has been examined in a case against Messrs. Stratton and 
Warren, and he says this—I would like to ask you what you say about it—he 1s 
speaking now of the fact that he had borrowed the money, he borrowed it personally 
from the Trust & Guarantee, and he speaks of the letter that he wrote in order to 
get the certificate, the one probably dictated after you left: “I paid the money in 
on account of the subscribers, that is the way I looked at it at the time”. 

Q. In that way it was you justified the statement made by you? A. Yes, 
I took legal advice upon it, and they told me it was, and I wrote the letter 
accordingly. | 

Q. Would that statement apply to legal advice he got from you? A. That 
may be Mr. Travers’ recollection. I have endeavored to give you my recollection, 
and I can swear positively that I did not advise him on that subject. I was going 
to say, you called attention to Mr. Hunter being in Ottawa, Mr. Hunter was the 
Bank’s solicitor, and I presume if Mr. Travers wanted legal advice he would have 
gone to Mr. Hunter? 

Q. Yes, but Mr. Hunter had left for Toronto on the 28th, and was not in 
town on the 30th? A. That just occurred to me in that connection. 3 

Q. I want to put to you what he said, so that we may clear the thing up? 

“A. Yes. 

Mr. CoMMIssIonER: He has told you he did not advise him. 

Mr. Hopeins: In this examination in the prosecution of Warren and others 
he made an answer there saying with regard to the $100 which was paid you: 
“ That $100 were for Smith’s services, and $10 was for some little advice I asked 
him about” ? A. I presume that is Mr. Travers’ way of putting it. I have told 
you what occurred as far as I recollect. 
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Q. I am giving you these extracts so that if Mr. Travers is not telling the 
truth you can say so. Speaking of Guthrie and Pringle he says: “ Guthrie charged 
$100 for settling it and $10 he charged me for some advice to me. I asked him 
what he thought of Fielding’s letter to me.” 

“ Mr. Corley: What did he get the $10 for? A. I got him to read over the — 
letter from the Finance Minister. : 

“Q. Complaining that your proceedings were not regular? A. Yes, I ex- 
plained the matter to him, and I suggested the reply, and he said it was all right; 
that is my recollection. 

“Q. You paid him $10 for that? A. I paid him $10 for that. 

“Q. For saying it was right? A. Yes, for saying it was right”. 

That is covered by your previous answers? A. Yes, my answer to that is 
what I said previously. You must remember I have not read Mr. Travers’ exam- 
inations and I am giving you the best recollection I have in the matter. 

Q. He says further at page 476 in the same examination: 

“Q. Your affidavit had been filed with the Department? A. Yes, it had 
been filed and I explained the circumstances to Mr. Guthrie. 

“Q. What circumstances? A. The circumstances of the subscription, the 
amount shown having been applied by borrowed money, and if I remember right 
Mr. Hunter left for Toronto that night, and the next day I prepared the answer to 
Mr. Fielding and showed it to Mr. Guthrie, and I think with some slight changes 
it went on, and that is all I remember.” A. With regard to that I have to say 
that Mr. Travers did not, so far as my recollection extends give me any information 
of that sort, nor did he submit to me the reply. I think possibly if you would look 
into the records of the Finance Department you will find the letter went back that 
afternoon. 

: Q. That is quite right it did; you are not sure as to what Bank that Cheque 
- for $100 was on? A. I cannot recollect. | 

| Q. Is that all your connection with the matter? A. That is everything I 
had to do at that particular time. JI was engaged as Counsel when the original 
charter of the Bank was granted. 

Q. Did you see Travers produce any blank cheque or cheques on the Farmers 
Bank, blank but on the Bank form, or signed by any one during the time of your 
discussion with him re Smith or in connection with your own fees? A. No, siz, 
I did not. 

Q. Because it will be shown that there were three blank cheques sent down to 
him here? ’ A. In regard to the cheque which he gave us I feel perfectly certain 
that it was not on the Farmers Bank. 

Q. J think you are quite right there, it is a Traders Bank cheque? A. It 
was not on the Farmers Bank, I feel certain and I never saw any other cheques. 

Q. Probably these were Traders Bank cheques, they were keeping their 
account in the Traders Bank then. Mr. Travers said he paid $1,800 to Smith by 
cheque? A. My recollection is that it was a three months’ note. : 

Q. That is what I suppose somebody told you, you did not see it? A. Mr. 
Smith told me that was the terms of the settlement. 

Q. You did not hear from Mr. Travers? A. No. 

Mr. CoMMISSIONER: Where is Smith? A. I could not say. He was in 
Vancouver the last I heard of him. : 

Mr. Hoperns: I think he helped to get subscriptions for the Vancouver 
Bank? A. 2 Yes, 

Q. And he is out there now? <A. Yes, he is doing business out there now. 

Q. Perhaps you can teli us whether your brother, Mr. Hugh Guthrie, M.P., 
was in town in Ottawa at that time? A. I am perfectly certain he was not.. 

Q. At all events the Mr. Guthrie that was seen was yourself? A. Yes, 
myself, a member of the firm of Pringle & Guthrie. : 


» 
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1 W. S. CALVERT, Sworn, Examined by— 


Mr. Hopeins: You were Member of Parliament in 1906? A. Yes. 

Oe LL Oa ENO: 

Q. You were at all events a member of Parliament during the Session of 
1906 which began some time in November? A. I was from 1896 to 1909. 

Q. Do you know W. R. Travers? A. Yes. 

Q. How did you become acquainted with him? A. The first time I met 
Mr. Travers was in the Russell House by letter of introduction from Mr. Thomas 
Urquhart, Ex-Mayor of Toronto, he had evidently given a letter to Mr. Travers 
asking me if I would be good enough to introduce him to the Minister of Finance 
as he did not know him. 

Q. Do you remember when that was? <A. That would be about the time 
he received the certificate, I suppose 1906. 

Q. You had not known him before? A. I never met the gentleman before. 

Q. He presented a letter to you, what did you do for him? A. He sent 
up to my room and I told the boy I would see him when I came down, and I was 
going up to the house, so I suggested that he would walk up with me, and we called 
ai the office of the Finance Minister and waited a few minutes till he came in, and 
I introduced him in accordance with the request of the letter. 

Q. How long did you stay with them? A. Probably two or three minutes. 

Oe Teantihatvaltr, =e es, 

Q. Did you vouch for him at all to the Finance Minister? A. I knew 
nothing of the gentleman except what the letter said. 

Q. What did you tell the Finance Minister about him? A. I presume I 
said, “This is Mr. Travers, as Mr. Urquhart has advised me by letter, who is 
probably i in connection with the Farmers Bank ”’, and about his business there, that 
was for Mr. Fielding to decide. 

Q. Nothing you said to him would tell Mr. Fielding much about him? A. 
No, because I knew nothing of him whatever. 

Q. You did not profess to give him any certificate of character ? A. T had 
never heard of the gentleman before. 

Q. Was that on the same day he got his certificate, do you know? A. I 
could not say that, I do not know how long it was after that he received his 
certificate, but I presume it must have been some days later than that. 

Q. He was not in Ottawa on the 27th; he swore an affidavit in Toronto on 
that day? ~A. I cannot tell you anything about the date because I made no note 
of it; I was not interested except to carry out Mr. Urquhart’s suggestion. 

Q. Your name was mentioned by him as one of the Provisional Directors on 
the prospectus which he attached to his affidavit? A. Was that at the time he 
applied for the certificate ? . 

Q. .Yes?, A. I cannot help that. 

Q. Did you know it? <A. I did not knowit. The only thing I knew about 
it was I had a phone message from Mr. Lindsay, I think it was, from Toronto, 
asking me if I would go on the Board. 

Q. W.J. Lindsay? A. Yes, and my recollection of it would be that was 
the time they were forming their Board after they had their certificate, and | 
probably the first meeting of the Board. 

Q. You think it was after they had got their certificate? A. I cannot say 
positively; that is the only recollection I have of it. I said no, that I had no 
interest in the Farmers Bank, I had no stock in the Farmers Bank, and that I 
cid not wish to have anything to do with it. 

‘Q. This was after you.had introduced Mr. Travers to the Finance Minister? 
A. J think so, it must have been, because I did not know Mr. Travers before. 

Q. How would it be possible they would give your name on a prospectus 


See Ne eS a ’ jee 
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issued prior to the 2%th November, 1906? A. I have not the slightest idea how 
it could be done, I cannot give the dates, whether it was before or after because I 
paid very little attention to it. 

Q. If Lindsay states that you had given him authority to put your name on 
what would you say to that? A. I would say Mr. Lindsay was mistaken; I 
believe they did put it on because I saw it in the papers and as far as I remember 


I had to write and ask them to please remove it as I did not wish it to be on. 


Q. Did you see Mr. Fielding after the interview at which you introduced 


Mr. Travers? A. In regard to this matter? 


Q. Yes, in the next few days? A. I do not remember of ever having a 
word with Mr. Fielding after I introduced him with regard to this matter. 

Q. When did you first hear they had the certificate? A. I cannot tell 
you that. | 

' Q. Did you interest yourself in it at all? A. Not in the slightest. 

Q. You did not go over to Finance Department? A. No, never except 
that once. 

Q. To assist Mr. Travers? A. No, not that I remember of. 

Q. You were Liberal Whip at the time, were you not? A. Yes. 

Q. Did Mr. Travers ask you to assist him? A. I do not recollect of Mr. 
Travers asking me anything excepting the letter he presented when I introduced 
him to Mr. Fielding. 

_Q. Mr. Travers says that he told you there was some delay in getting the 
certificate and asked you to give him some assistance, and that you took him down 
to Mr. Fielding, and that you had an interview there for about 15 minutes, and 
perhaps half an hour or so? A. I think that was the first time. 

Q. That is the time of the introduction? A. Yes, I do not remember of 
any other. 

Q. Would you be fairly describing it in that? A. I left him there with 


_My. Fielding and went over to the House. My recollection of it is I only remained 


a few minutes because I knew nothing of the matter whatever. 

Q. He is asked: “Q. Did he assist you? A. He said everything he 
could favorable to me at the time, and did what he could to induce the Minister ” ? 
A. The only recollection I have of what I said is, “ This is Mr. Travers, if he has 
everything proper and legal I presume he would be entitled to his certificate &: 
that is all I can recollect I said in regard to the whole matter. 

Q. Is it unusual for the Whip to interest himself in these matters with 
Ministers? A. Not unusual, but in this case I did not happen to be very much 
interested. 

Q. It is said he has very considerable influence when he does? A. I do not 


know that he has more than another member but in this case I was not interested 


in any shape or form, I did it at the solicitation of Mr. Urquhart, whom I knew 
very well. 

Q. Had you any money dealings with Travers? A. Yes— 

QO} At that time?: ~A.- No: 

Q. Or afterwards? A. About three years afterwards, yes, business trans- 
action purely. 

Q. Ido not know that I want to go into that? A. You may if you like. 

Q. But probably as it has become public you may as well tell us about it; 
when was it? A. It was in July, 1909, about three years after this certificate 
was issued. I happened to be in Toronto, ‘I was interested in connection with the 
Thermos Bottle; I had some interest in connection with that and I had asked one 
or two friends to join me in buying out the Thermos Bottle Company, of Montreal, 
of which Mr. R. J. Copeland is one. I left Mr. Copeland’s office and dropped into 
the Farmers Bank and said, “ Can I get two or three thousand dollars if I require 


“it on*a business proposition ?” He told me I could. 
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Q. Had you seen him between November, 1906, and January, 1909? A. I 
had never seen Mr. Travers except once or twice at the King Edward Hotel in a 
casual way. 

- °Q. Did he say yes before you told him what the business proposition was? 
A. No, I told him what the proposition was. ' 
~...Q.. What did you get in that way? A. I got $3,000 on a demand note. 

Q. Made by yourself alone? A. Yes. I have never had anybody join with 
me on a note yet. 

Q. Did you get it that day? A. No, because the business was not con- 
cluded that day. Mr. Copeland and myself came to Ottawa, met a gentleman here 
along with Mr. A. W. Fraser and we closed the deal, and I gave a cheque for 
$3,000 on the Farmers Bank. The next day I called and gave my demand note for 
it. 

Q. ‘Had you cheques of the Farmers Bank with you? A. No. 

Q. How did you give it? A. Simply changed the form of another Bank. 

Q. You had no account in the Farmers Bank? A. No, no account then 
or since. 

Q. You gave it here on the Farmers Bank in Toronto? A. Yes. 

Q. And went up that night? A. Yes, and gave my demand note the next 
day. 

Q. How long afterwards was that paid? A. I have it right here, $3,000, 
July 9th, 1909. And on the 22nd of the same month I paid $750 of it. On 
December 1st, 1909, I renewed the balance for that amount, and I think there was 
some paid on the back of that. — 

Q. December ist, 1909, you renewed the balance, $2,510.82? A. Yes, that 
was with the interest, and $750 I paid. | 

Q. You paid $1,000 on the 3rd January? <A. Yes. 

Q. $1,000 on the 13th June, 1910? A. Yes. Then there is the renewed 
there is the renewal of the balance, which I paid to the Trust Company; paid to 
the Trust Company $585.04 December 31st, 1910, making the full payments; there 
was $100 odd interest. 

Q. In the original demand note that is all in your own handwriting I think? 
A. No, I did not write that. That was made at the Bank; all made by the Bank; 
I simply signed it. 

Q. Look at that “loan W.R.T.”, who wrote that? A. I cannot tell you 
anything about that. 

Q. Did you get it from Mr. Travers himself? A. Certainly I did, just as 
I would from any other Bank. 

Oe Wha - 
Mr. ComMIssioNER: That is the voucher of the Officer of the Bank? A. 
Yes. 

Mr. Hoperns: I want to ascertain whether he wrote it or Travers wrote it 
on? A. I did not write anything but my name. There is the letter that came 
with the renewal $2,515. : 

~.Q. When did you become Commissioner of the Transcontinental Railway? 
A. In October, 1909, that was when I left the House of Commons. 

Q. The second one is the same, “Loan, W.R.T.”, you do not know anything 
about that? A. No, except I paid it as shown, and I had nothing to do with the 
Bank or charter directly or indirectly in any shape or form, but purely my own 
business. 

' Q. The last one was paid to the Trust & Guarantee Company, who notified 
you they were the holders of the note? A. Yes. 

Q. And that you paid? A. Yes, and they returned me the note. | 

Q. Ithink you did assist Mr. Travers in connection with the Customs Depart- 
ment at one time? <A. Yes, he asked me in regard to the matter of a boat coming - 
mn. 
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Q.. That was after this loan? A. I presume it was. 

Q. The following month, it was in the summer of 1909? A. I cannot 
give you the date; I have had a great many applications from people for one thing 
and another; however, it was in the hands of the Customs men to decide the 
question. 

Q. You did interest yourself? A. I simply told them what he advised 
me with regard to the boat and the age of it, and so on, and it was ascertained 
sfterwards that they had really charged him quite sufficient. 

Q. The effect of the correspondence was that you asked them to value it for 
the purpose of entry here at $1,000? A. That is what he said it was worth. 

Q. That is what you asked should be done? A. Yes. 

Q. I have the date of that, 18th August, 1909, would you say that would 
be it? A. Yes, that may be it. That had nothing to do with this, because thig 
was purely a business transaction for which I paid. 

. Had you any interest in Colonel Munro’s bank, the one who became Pre- 
sident of this bank? A. Not the slightest. 

Q. Or dealings with them? A. Not the slightest. 

Q. Colonel Munro lives at Embro? A. Yes, or did live there. 

Q. Is that anywhere near your home? A. No, quite a ways. 

Q. You say you had no transactions with that bank, good, bad or indifferent? 
A. Good, bad or indifferent. 

Q. Did you interest yourself in getting subscriptions for the bank? A. No. 

Q. Are you a friend of W. J. Lindsays? A. Just a casual friend; just 
happened to meet here; know very little about him, except seeing him over at the 
House of Commons there; he used to be over there frequently. 

Q. He comes from over your way? <A. No, he does not come from near 
my home. 

Q. He comes from around St. Thomas, I think; had you any intimate 
acquaintance with him at all. A. No. : 

Q. ‘You have never helped him to get any subscriptions? A. Nothing in 
the world. 
| Q. Or any one else? A. No, nor any one else. | 

Q. Is that all your interest? A. Yes, except I introduced the Bill for 


renewal, that was all. 


Q. Thatis the Bill for 1906? A. Yes. 

Q. At whose request was that done? A. I think it was for Mr. Urquhart. 

Mr. CoMMISSIONER: I got the figures of the renewal, $2,500; if you had paid 
$750, how would it be as much as that on the $3,000 note? A. I think there was 
$200 I had received shortly after paying the $750, a further loan of $200, and that 
is what made the difference. 

Q. About this Customs matter, the way the question was put to you it was as 
if you had asked the Customs authorities to value this boat at $1,000, is that the 
way you put it to them? A. I cannot recollect exactly what I said. My recol- 
lection is that Mr. Travers said the boat was an old boat—I have forgotten how 
many years old, a very old boat, anyway—and that he was taking it in as a matter 
of pleasure; that it was not worth more than $1,000, and he thought if he paid duty 


on $1,000 it would be all that it was worth. 


Q. Did you convey that to the Customs Officer as something coming from 
him or your own idea? A. I presume it was coming from him,.because I did not 
know anything about it. 

Mr. Hopeins: I think probably it would be well to put in the letter that 
was sent to the Customs Department; probably that would settle the terms? A. 
{ do not recollect it. 

Mr. COMMISSIONER: It was in writing? A. Yes; he said he would not 
bring it in at all if he had to pay more, because it was not worth it. 
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Mr. Hopeins: I think perhaps it has been published? A. Yes, it was 
published at the time. | 
Q. And therefore there is no controversy about it? A. No. 


The Coraaiscina adjourned at 3.45 p.m., to meet at 4 o’clock this attetnoon 
at the Railway Committee Room of the Senate. 


Railway Committee Room, the Senate, 
Ottawa, March 13th, 1912. 


The Commission continued its session at 4 p.m. in the Railway Committee 
Room of the Senate. 


RT. HON. SIR RICHARD CARTWRIGHT, sworn, examined by— 


Mr. Hopeins: You were a member of the Treasury Board of the Government 
m:i19067, As Yes: 

Q. The certificate was granted by the Treasury Board, apparently, on the 
80th of November of that year? A. Yes. 

Q. Have you any recollection as to whether a meeting of the Treasury Board 
took place prior to the issue of that certificate? A. I think so. My recollection 
is that the matter was discussed at a meeting of the Treasury Board; that is to 
say, the question of issuing a certificate to the Farmers Bank was discussed at 
some meeting, but whether at that meeting they ordered the certificate to issue 
or not I could not say. 

Q. I may tell you that the minutes of the Treasury Board that are produced 
prior to the 30th of November showing meetings extending during the month of 
October contain no pererelide at all to the Farmers. Bank matter? A. That- might 
easily occur. 

Q. And Mr. Boville thinks it did not come up at that time? A. That 
might easily occur; I am speaking from recollection at this distance of time, but 
my recollection of the matter is that the question of giving a certificate to the 
Farmers Bank was discussed at some meeting, and I think that, probably, though 
there I am not quite positive, I think that probably this is what occurred: that 
the Treasury Board demanded if the various legal formalities had been complied 
with, and that it was understood that so soon as they were reported to be complied 
with that a certificate would issue; and we could not meet very often for various ~ 
reasons at that time; many of our members were away; I remember that; after 
that a minute would be sent—this minute you speak of is probably initialled ? 

Q. Yes. <A. That would mean that the Treasury Board could not meet; 
that the thing was sent round to two or three who would constitute a quorum and 
they would initial it, but that was hardly ever done unless the thing had been pre- 
viously discussed. 

Q. The effect of the previous discussion would be, as I take it, that if the 
legal formalities were complied with, the certificate would issue? A. That was 
the usual course, and that I think was what must have occurred. 

Q. Would that necessitate the Treasury Board feeling itself obliged to go 
into the details, or would they act upon the report, say, of the Deputy Minister 
of Justice and of the Deputy Minister of Finance? <A. That is all they would 
be likely to inquire into. : 
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Q. In other words, the matter of the details would be left to the Finance 
Department? A. Yes, we would act on the initiative of the Finance Depart- 
ment exclusively ; our business we considered would be to see that the legal details 
were complied with. 

Q. Sir Richard, you would not, I suppose, yourself endeavor to ascertain by 
examination of the documents whether the legal requirements had been complied 
with? A. No, we would leave that to the Minister of Justice to report to us, or 
the Deputy Minister of Finance as the case might be. 

Q. This appears to be the minute which is produced? A. I have no doubt 
it is as I told you. 

Q. You see the initials there? A. The probability is (of course I can only 
speak of it as a probability) the probability is that the application had been con- 
sidered at an ordinary meeting and that an understanding had been reached that 
when the full legal formalities had been complied with that should issue. 

Q. If no meeting of the Treasury Board occurred between the time that the 
money had been deposited and the 30th of November, that would hardly have 
occurred, it would not have come up for consideration? A. I do not quite follow 
you. 

Q. The deposit of the money with the Bank of Montreal and forwarding it 
to the Finance Minister is the first step that is taken preceding the application for 
the certificates of the Treasury Board? A. As a rule, yes. 

Q. And if no meeting of. the Treasury Board is recorded between that date 

and the 30th of November, would you say that it was possible that it might not 
have been considered at a meeting of the T'reasury Board? A. I am speaking of 
my recollection of it, and my recollection of it is that the matter was mentioned at a 
meeting of the Treasury Board, but the exact date of it must have been prior to 
this minute that you showed me now. 
, Q. Would it be formally mentioned or informally? A. We do not keep a 
‘minute record of all the discussions and conversations that take place at the 
Treasury Board. A vast number of matters are brought up before us, sometimes 
we have had to deal with two or three hundred. 

Q. You would not at all events expect that the discussion would take place 
at the Treasury Board prior to the application of the party interested for the issue 
of the certificate? A. No, I should say not. 

Q. Then your recollection I suppose would be governed to a certain extent by 
oe ar not a formal meeting did take place-in the interim? A. [ think it 

id. 

Q. The reason I ask you that is, would it be possible that what you are 
speaking of would be some informal meeting or some discussion between yourself. 
and perhaps some other member of the Board and the Finance Minister? A. 
Three will constitute a quorum, and I do not think any informal discussion did 
take place or could have taken place except at the Treasury Board; I have no 
recollection, in fact I am almost certain that that could not have occurred. If it 
was mentioned it must have been mentioned at the Treasury Board meeting. 

‘Q. And your recollection is that it was mentioned? A. Yes. : 

Q. And.it was mentioned at a meeting prior to the 30th of November, whey 
this minute appears to have been as you say sent around and initialled? <A. Ye: 

Q. Beyond that one meeting occurring as you think it did, there would be n 
other occasion that the Treasury Board considered it? A. Not in my presence 
I am not quite sure how many of those meetings I might have attended or not 
there are six members of the Board and three constitute a quorum. 

Q. Mr. Boville, I think, was Secretary of the Board during that time? 
Ar SY es. 

Q. He told us Mr. Courtney had resigned and he was acting in his place 
until he was appointed Deputy Minister? <A. Yes. 
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Q. So that he would of course know when the meetings took place, formal 
meetings? A. A record of that would be kept. Every formal meeting almost 
invariably transacts a certain amount of business and that is duly minuted and > 
sent up to Council for confirmation. 

Q. If it needs confirmation? A. It almost invariably does, I think in all 
cases that the minutes of the Treasury Board have no force until they are approved 
by the Governor in Council. 

Q. I think the certificate to a bank is the action of the Treasury Board 
alone? A. You can look at the Statute and see. 

Mr. CoMMISSIONER: That was Mr. Boville’s idea? A. Mr. Boville ought 
to know, but my impression is we sent up everything that we passed at the Treasury 
Board. 

Mr. Hoperns: He said that probably 99% would go to the Council because 
they needed confirmation, but that a certificate to a bank would be one of those 
cases which need not go? A. It would be under the Statute. 

Hon. Mr. BropEur: What about insurance? 

Mr. Hopains: Yes, insurance. 

Q. Could you tell me as a matter of memory whether in connection with the 
Farmers Bank you ever heard of any litigation which was notified to the Depart- 
ment? <A. No, of that I am quite certain I did not from any party. 

Q. Did you hear of any information having reached the Department of the 
Finance Minister as to the method of raising the money to deposit with the Finance 
Minister? A. To the best of my recollection nothing at all. 

Q. In fact I take it that so far as the details are concerned they never came 
before you? A. All that the Treasury Board as far as my recollection goes in 
this or in other cases would do would be to see or to inquire whether the legal 
formalities had been complied with. 

Q. Following that up we know that the Deputy Minister of Justice advised 
on the 28th of November on documents which arrived here on that date, because 
they were sworn in Toronto on the 27th, then this is issued on the 30th, could you 
say whether you had or had not when this memorandum was sent round: the docu- 
ments on which the Deputy Minister had advised or given his opinion that it could 
be issued if they were accepted? A. That I could not say from recollection, I 
don’t think we had. 2 

Q. I suppose if this were sent around this would first be initialled by Mr. 
Fielding? A. Generally, yes. 

Q. You would not expect to sign it first if it emanated from the Finance 
Department? A. Not if he was present. ? 

Q. I suppose if you found it signed by him you would then sign it without 
insisting you should see—? A. All that I would be likely to require in a case of 
that kind unless under very special circumstances would be the assurance of his 
Department that the legal formalities had been correctly carried out. 

Q. Would that be certified to you from the fact that Mr. Fielding himself 
had initialled this minute before it reached you? A. We would so consider it. 

Q. Was there any system of notification of the members of the Treasury 
Board so that it might be properly called each time it met? A. Yes, as a rule 
notices were sent to us from the Finance Department calling a meeting at such 
and such an hour on such and such a day. - 

Q. That of course would not apply to a case such as this where the minute 
is sent around? A. I presume that there may have been difficulty owing to 
pressure of business in getting the Treasury Board together; it is only under such 
circumstances. That is rather exceptional, it is not often that a minute of that 
kind is signed. 
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HON. L. P. BRODEUR, sworn, examined by— 


Mr. Hopeins: You were a member of the Government and of the Treasury 
Board in October and November, 1906? A. Yes, sir. 

Q. Ido not know whether we can shorten it by asking you, having heard Sir 
Richard Cartwright’s evidence whether your own would be the same upon the same 
points or whether in any matter your recollection differs from his? A. I must 
admit very frankly that I have not any distinct recollection that even I signed that 
document until I saw it yesterday; I think Mr. Thompson called my attention to 
it. You see we have so many of those questions which come up, and I must tell 
you very frankly I do not remember the case of the Farmers Bank, but I am sure 
I had something to do with it since I signed it; but there are so many cases of that 
kind that I am not liable to remember exactly what occurred in connection with 
this case, and I suppose with regard to others. 

Q. Have you any recollection following what Sir Richard said about the 
matter having come up for discussion at a meeting of the Treasury Board? A. I 


have no recollection with regard to that; it might have happened when I was not 


there, and we might have had some meetings outside. Generally we met in the 
office of the Finance Minister in the eastern block; sometimes we met in Council, 
sometimes we met in the ante-chamber of the Council, sometimes we met in his 
room across the Commons; I have no distinct recollection; and besides it was a 
matter which was not concerning me particularly, this matter of the Farmers Bank, 
so I do not remember exactly the circumstances connected with it. 

Q. Really your evidence would come to this, that you have no recollection at 
all of the matter, and would not have recollected that such a thing had gone 
through unless you had seen your initials? A. I do not say what Sir Richard 
said is not correct, quite the reverse, because he might have a better memory of 


those circumstances; it was a matter coming from Ontario and he was supposed to 


give more interest to the matter than I. Of course when I signed the document I 
must have made some inquiry as to the nature of the document and how it came 
about, but to tell you that I remember some particular instances I do not. 

Q. You have no recollection, as I take it, at all, and if you had not seen 
these initials on of yours you would not have supposed—? A. I would have 


forgotten I had signed it. 


Q. You would not have even remembered the Farmers Bank had come up 
before you? <A. Yes, that is right. 

Q. So that I suppose we may take it that Sir Richard has described pretty 
well how the document would come to be signed? A. Yes, although it was not 
entered through the minutes of the Treasury Board we were discussing informal 
questions there at the meeting of the Treasury Board and later on a minute would 
be made, and it would be probably passed upon that. 

: Q. That is argument, not recollection? ‘A. That is the way that would be 
one. 

Q. You know that possibly in other cases and possibly in this it may have 
happened in that way, but you have no recollection about it? A. No. 

Q. You cannot throw any light on the real details of the case? A. No. 

Q. Or what you had before you when you did sign this? A. No. 

Pe Q. You heard of no litigation pending in connection with this matter? 
INO: 

Q. Nor of any question as to how the money was being raised? A. No, 

generally rely on Mr. Fielding with regard to those questions. 
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Mr. CommMissionER: At some stage communication should be had with Mr. 
Fielding im order to ascertain whether he desires to be heard to give his evidence. 

Mr. Hopcins: Yes, I think that would be very desirable; I would be very 
glad to have him give evidence. 

Mr. CoMMISSIONER: Perhaps Mr. Thompson might speak to—I do not know 
whether that would be wise-—his former chief, and find out whether he thinks Mr. 
Fielding would desire to be heard. I think it would be better to find out if he 
desires to state the circumstances under which the certificate was issued. 

Mr. Hopeins: One might not get Mr. Fielding’s own mind. 

Mr. ComMIssIoNnEeR: I should fancy it is very probable you would get the 
answer he thought he would; but I do not know. 

“Mr. Tuompson: If I can find his address in London I could wire. 
_ Mr. Mixer: You could see Sir Wilfrid first and see what he says. I should 
think it would be very important to have Mr. Fielding’s evidence. 

The Commission adjourned to meet at the Court House, Ottawa, March 14th, 
1912, at 11 A.M. 


THE COURT HOUSE, OTTAWA, MARCH 14th, 1912. 


The Commission resumed is sittings at 11 A.M. in the Court House, Ottawa, 
March 14th, 1912. 


PRESENT: 


The Commissioner, Sir WitL1AM MEREDITH. 
Frank E. Hoperns, K.C. 

JoHN THompson, K.C. 

WiiiiamM Larpiaw, K.C. and I. E. Wexpon. 


Mr. Hoverns: I have a letter from Sir E. Clouston saying that he is unable 
to travel at present owing to an attack of neuritis. “In any case”, he says, “The 
secretary of the Bankers’ Association will be with you and he 1s more thoroughly 
informed about all matters connected with the bank than I am”. Mr. Knight is 
here, and it may be possible to get along without Sir Edward Clouston. 

Mr. Commissioner: I do not see what you want him for; you have all he 
did, all that is relevant, have you not? 

Mr. Hoperns: No, we have not, as I am instructed. 


JOHN KNIGHT, Sworn, Examined by— 


Mp. Hoperns: You are the secretary of the Bankers’ Association? A. Yes, 
sir. 

Q. Which is incorporated by Act of Parliament and has certain powers? 
A. Yes. 

Q. And you were secretary in October and November, 1906? <A. Yes. 

Q. Do you remember taking any step with regard to the Farmers Bank in 
November or December 1906? A. No, I think it was in January, 1907—I am 
doubtful, but the bank was in operation. 

Q. Iam told that the date as sworn to in the other matters, of your interview 
in Toronto is the 18th December, 1906? <A. At all events I, was at its birth and 
at its death. 
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Q. There was only one interview you had with Beattie Nesbitt and Mr. 


Travers at Toronto in the bank? A. Yes. 


Q. Shortly after the certificate had been granted? A. Yes. 

Q. If you cannot recollect the exact date I will have to prove that by some 
one else? A. Yes. 

Q.. What was the occasion of your visit? A. Ostensibly to examine the 
circulation, the supervision of which is entrusted to the Association, and my 
purpose was to prove if there was any justification for the suspicions that we had 
that the stock list was not what it should be, and if possible to obtain cancellation 
of the certificate on the ground that it had not been granted according to the Act. 
Did you go to Toronto then? A. Yes. 

Your headquarters were in Montreal? <A. Yes. 

And visited the bank premises? A. Yes. 

Who did you see there? <A. Beattie Nesbitt and Travers. 

What was Beattie Nesbitt’s position? A. President. 

And Travers? A. General Manager. 

What took place between you? A. Our interview followed a visit of 
mine to the bank where the money paid in by the so-called shareholders was 


LLLLLLO 


_ deposited. 


Q. What bank was that? A. The Traders Bank. 
Q. What occurred when you saw these two gentlemen? A. I found that 


| the amount deposited was not nearly sufficient to warrant the supposition that the 
_ money had been deposited at Ottawa, so I went to the bank and saw Mr. Beattie 
_ Nesbitt and Mr. Travers; of course it was not a very pleasant interview. 


i a a ach ana 


Q. Explain that a little:more, you went to the Traders Bank and found out? 


A. My object there would be the object of any bank man, to ascertain if the 
_ money supposed to be deposited pending the granting of the certificate had been 
niade. 


Q. What did you find from the records there? A. JI found a shortage. . 
Q. To what extent? A. Speaking from memory about $100,000 which 


_ later events have proved was the case. 


a, — . + ™* 


Q. How much did you find on deposit there? A. About $150,000. 
Q. To the credit of the Farmers Bank? A. Yes. 
Q. Then come to your interview which was not a pleasant onee ALO eNO; 


it was decidedly unpleasant. Dr. Beattie Nesbitt was blustering and contended 


_ that the Association (and very properly) had no right to inquire into anything 
_ except the circulation. Well, I insisted upon having certain questions answered, 
and Mr. Travers and Dr. Beattie Nesbitt at last produced a very satisfactory look- 


. 
: 


ing stock list, and I then, you may as well have the entire story, telephoned my 
suspicions to Ottawa. 
Q. I want to get it step by step; they produced an unsatisfactory list, did 


you look at it? <A. Yes. 


Q. Did you examine the books of the bank? A. Yes, such as they were. 
Q. What did you find in the books of the bank? A. A stock list— 
Q. Mr. Commissioner: I do not think that is the proper way to prove it; 


we must get the original sources. 


Mr. Honerns: I propose to. 
Mr. CommissionER: I won’t allow any examination as to the contents of 


_ these documents or books. 


Mr. Hoperns: Mr. Knight will have to attend in Toronto. I do not see why 
he cannot tell the results of his examination. 
Mr. ComMIssIoneR: It is elementary, he cannot tell the contents of a 


_ written document. 


Mr. Hopeins: I am afraid you will have to come to Toronto? <A. I may 


’ as well tell you, if you were to show me today what I saw four five years ago I would 
_ not swear to it. 
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Q. You examined some books there, we have that far? A. Yes. 

Q. Was that in the morning? A. I think about mid-day. 

Q. Was anything else except the stock list and the books such as they were 
produced to you on that interview? <A. I think there was a roll of linen with 
the names very like a theatrical bill of fare. 

oe What names? A. With the names of the supposed contributors to the 
stock. 

Q. Had you any conversation with regard to either the books or the 
stock list or the results of your examination either with these two gentlemen? A. 
Yes, a great deal. 

Q. What was the conversation? ~A. Not nice. 

Q. So far as it relates to this matter and as a matter of business let me 
ave it. 

Q. I told them that to the best of my knowledge and belief there was some- 
thing wanting and I asked for proof and I did not get it. 

Q. Did you define what the something was? A. I wanted to know where 
the missing $100,000 was. 

Q. You wanted to prove, you say? <A. Yes. 

Q. Did they allege anything about it? A. Yes. ‘The rest of the story 
has been made known in the Courts of Toronto; they borrowed. 

Q. What did they say about it? A. They said nothing except that I 
believe (I am just stating from memory) I believe they hinted that Mr. Stratton 
representing the Trust Company could show that they had the necessary amount 
on deposit at that Trust Company, in fact I think I saw a receipt. 

Q. At that interview? A. No, I think there must have been two inter- 
views that day; I think it was in the afternoon that Travers told me that by going 
over to the Trust Company I could ascertain the truth of his statement. I then 
attempted to find Mr. Stratton and I failed until late in the afternoon and I then 
communicated to Ottawa. 

Q. Did you find him though? A. I never found him. 

Q. Going back still to that first interview what did they say about this 
$100,000; if they said anything I want to know what it was? <A. I do not know. 

You were there asking for it? A. I know that. 

Q. Tell me whether any explanation was or was not given on that morning 
interview? A. They claimed that they had the $100,000. 

Q. Were you satisfied with their Sepa A. No, I was not. 

Q. Was there a second interview? A. I think so, but not with. Beattie 
Nesbitt. 

Q. Who was the interview with? A. I think, Travers. 

Q. Were you shown anything on the second interview? A. I was shown 
a certificate of deposit, I believe. 

Q. From what concern? A. Some trust company. 

Q. Do you remember the name of it? A. It was the one presided over by 
Mr. Stratton, and at that time managed by Mr. Warren. 

Q. That is the Trusts & Guarantee Co.? A. Yes. 

Q. For what amount? A. I think $80,000. 

Q. Then did that satisfy you? A. No. 

Q. Were the inquiries you mentioned a moment or two ago made in conse- 
quence of that, your not being satisfied? A. As proof that I was not satisfied 
I telephoned to Ottawa. | 

Q. Who did you speak to in Ottawa, who did you call up? A. I called up 
the Vice-president for this district, Mr. George Burn. | 

Q. Had you a conversation with him? A. Yes. 


Q. How much of what you have told us here to-day did you relate to him 
over the telephone? A. It was very much condensed; [ simply intimated that 


FARMERS BANK INQUIRY 45 
-SESSIONAL PAPER No. 153a 


a was not at all satisfied, and I recommended that Mr. Stratton might be located 
in order that he might explain why this money was given to the Farmers Bank, 
: jand the conditions under which the loan, if it was a loan, was made. 

And did that end your connection with the matter? A. Yes, with the 
pirth of the bank. 


GEORGE BURN, sworn, examined by :— 


Mr. Hopeins: You are the Vice-president in this district of the Bankers’ 
Association? A. Yes. ; 
Q. Have you a recollection of a telephone from Mr. Knight, the last witness, 
some time in December, 1906, in connection with the Farmers Bank? A. I re- 
‘member receiving a telephone from him ; I do not know the date. 
Q. Can you fix itatall? A. No, it would be impossible for me to fix the 
date at this distance of time; to the best of my recollection the telephone was 
ke in the evening. 
Q. Do you know whether the certificate had issued to the Farmers Bank 
before the telephone message to you? <A. I cannot say positively. 
: Q. Will you give me : what the communication was as you recollect it? A. 
My recollection of the communication was to the effect that Mr. J. R. Stratton, of 
_ Peterboro, was either in Ottawa or coming to Ottawa, and he might possibly be 
; _ able to afford some information in connection with the "Farmers Bank. 
: Q. ‘In relation to any particular object? A. More particularly in relation 
q Eto the raising of money by the discount of notes, or something of that sort. 
Q. For what purpose? A. In connection with the furnishing of money 
on the notes of the shareholders for the purpose of securing the certificate, I under- 
: _ stood. 
' Q. ‘Is that all you recollect Mr. sae stated or did he give any details of 

what he had seen or heard in Toronto? A. I have no recollection of anything 
else taking place in connection with that. 
: Q. In consequence of that, did you do anything? A. I informed the Min- 
: E ister of Finance. 
7 Q. Mr. Fielding? A. Yes. My recollection of that part of it is from the 

- fact that I saw Mr. Fielding that evening. 

Q. What did you say to him? A. I told him that Mr. Stratton was either 

_ coming or was then in Ottawa, at the Russell House, I believed, and that he might 
_ be able to afford some information with regard to the stories which were then cur- 
rent as to the raising of money in connection with the discount of the shareholders’ 
notes. 
E Q. Had you anything more yourself to do with the matter after that inter- 
view with the Finance Minister? <A. No. 
4 Q. You did not take any steps yourself? A. No; you mean with regard to 
seeing Mr. Stratton? | | 
: QQ: Yes? - A.. “No. 
Q. Or take any further steps in regard to it? A. No. 
J Q. Did you make any inquiries afterwards as to what, if any, action had been 
taken by the Minister? A. I was told that the Minister had seen Mr. Stratton 
and did not get very much information from him; he had promised to write him. 
q Q. And did you not intervene, yourself, actively at all other than what you 
have told us? A. I did not. 
4 Mr. ComMMIssIONER: I do not quite understand what you went to Mr. 
Fielding for; what did you go to him for? A. I thought he might get more 
light on the ‘subject. ; 
Q. From Stratton? A. From Stratton, yes. 
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Mr. Hopains: I do not know whether you can enlighten us at all with 
regard to that date Mr. Knight telephoned Mr. Burn; Mr. Burn said he saw the 
Minister of Finance, do you know anything about the time, was it brought to your 
attention? A. Not specially; I may have had a casual knowledge of it, it was 
not specially brought to my attention. ! ; 

Q. Can you assist us in fixing the date? 

A. I don’t think I could be of any assistance to you. 

Q. Had you occasion to see Mr. Stratton, do you know, in December in con- 
r:ection with that? A. No, I had no connection with the Stratton incident at all. 

Q. Is this something you have brought this morning? A. They are some 
Orders in Council. There is the Order in Council in regard to a quorum. 

Q. You produce then copies of three Orders in Council which I will put in 
as one exhibit. The first one is the 13th July, 1896, constituting the Treasury 
Board; this is the one that fixes the quorum. The second one is dated the 10th 
July, 1905, constituting Sir Richard Cartwright, Hon. Mr. Prefontaine, Mr. 
Paterson, Mr. Brodeur and the Minister of Finance, as Chairman, members of 
the Treasury Board. The last one is dated the 20th July, 1906, appointing Mr. 
Fisher. Did he replace Mr. Prefontaine? A. That I could not say. Mr. 
Prefontaine had died in the meantime I fancy; speaking from memory I think he 
died about 1906. 

Q. It is not stated in the minutes that he replaces any one? A. No. 
—The three Orders in Council, dated respectively July 13th, 1896, July 10th, 
1905; and July 20th, 1906, filed and: marked as Exhibit 4. | 

Q. What was dealt with on that day the 26th October? A. Insurance only. 

Mr. CoMMIssIONER: Are we not having copies of these minutes? 

Mr. Hopetns: Yes, I think we ought to have copies of the 24th and 26th 
October. 7 
Mr. CoMMIssIonER: Let it be understood that certified copies of these ~ 
raay be put in. 

Mr. Hoperns: J want to put in this return; this is the Return? A. Yes, 
110 B and C. 

Q. That contains quite a good deal of the contents of the files? A. Yes. 
—House of Commons Return 110 B and C marked as Exntpsrr 5. 

Q. There are one or two papers that I want that I think are on this file and 
are not in this Return Exhibit 5; I will be glad if you will run over them with 
me?  <A.- Very well. ce 

Q. I see here is a memorandum dated the 30th November, 1906, which is — 
not copied, signed by yourself? A. That is a memorandum to the Minister. 

Q. I would like a copy of that; was that supplied to the Minister? A. Yes, 
for him; it practically takes the place of a verbal communication between the 
Minister and myself. 

Q. You said yesterday that what was handed to the Minister was the affidavit 
of Travers with the Exhibits referred to in it? <A. Yes. ' 

Q. Looking at this certificate would you still think that that was so, or was 
the certificate what you handed to him? <A. That was also handed to him. 
What I said was correct with this; that takes the place of a verbal communication 
with the Minister. 

Q. There is here a copy of an original document returned to Mr. McCarthy, 
?th November, 1906;-this is a copy? A. Part of the papers which were returned. 

Q. Itis a copy of the endorsement on the writ of summons? A. I presume 
it is, that is what it purperts to be. 

You recognize it as a copy of the endorsement on the writ? A. Yes. 
- Q. You had retained that when you sent Mr. McCarthy the original. Here is 
one dated December 12th, 1906, from yourself to E. S. Clouston; that is not copied 
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- in the Return: “I return herewith the letter from your Toronto manager which | 
_ you were good enough to send me with your letter of the 10th inst. for my private 


bo tl ae) die aie 


information, etc.—” is that signed by you or Mr. Fielding? A. Signed by my- 
self, that was a personal letter. 
Q. Where is that letter; the letter itself was returned, but did you keep a 


copy of it? <A. I possibly have a copy of it somewhere amongst my private 


papers. 
-Q. I understood that was on the file within a week? A. It is a private 
personal letter. i 
Q. It has been removed from the file? A. Yes. 
Q. Why was it on this file? A. A memorandum for myself. 
Q. Before its production here? A. Private and personal, purely personal. 
Q. I understood it was a letter from the Toronto Manager of the Bank of 


- Montreal to Mr. Clouston? A. Private letter from his Toronto Manager to Mr. 


Clouston and enclosed in a personal and private letter from Mr. Clouston to 
myself. | 
Q. Why did you make a copy of it for the file? A. Merely asa memo- 
randum for myself. 

Q. Why was it removed from the file? A. Because I did not think it had 
any relation to the file, being private and personal. 

Q. You got that copy?. A. Yes. 

Q. I would like to have that produced; I expect Mr. Braithwaite here and I 


- intend to examine him upon it? A. Very well. 


Mr. Hoperns: There are quite a number of documents on the file which are 


- of a much later date, which refer to the matter I suggested yesterday, that is com- 


munications in that Tevis matter which took place in Syracuse and evidence as to 


_ which I will have to give in Toronto. These communications were made by the 
Superintendent of Insurance in the State of New York to the Department of 


Finance. I take it that under your ruling at present it would be unnecessary to go 
into this matter here. I see the force of your objection under the wording of the 
Commission and I would just like to run over these with Mr. Boville, so that we 
may have a list of them if it is necessary. 

Mr. CoMMISSIONER: Let Mr. Thompson do that. You need not do it here 
now. : , 

Mr. Hopeins: Very well, he can do that. A. Mr. Thompson can have 
access to them at any time. 

Mr. CoMMISSIONER: Is it at all suggested that this transaction in Rochester 
had anything to do with the failure of the bank? 

_ Mr. Hopeins: Yes, that will be part of the evidence in Toronto. 

Mr. COMMISSIONER: What could it possibly have to do with the failure of 

the bank? It showed the curious methods adopted by the management, that was 


Ball: 


Mr. Hoperns: Oh yes, it did. 

Mr. COMMISSIONER : It eventuated in nothing. 

Mr. Hopeins* I am not quite so sure that that did not affect the credit of 
the bank. I am not sufficiently informed as to the whole detail to be able to 


 f~ronounce upon it at the moment, and that is why I would like to have a memo- 


randum of these. . 
Mr. CoMMISSIONER: Let Mr. Thompson go over them and Mr. Boville will 


~ no doubt give all you ask for. 


Mr. Hopeins: There is just one memo here that I saw in going over the file, 


4 and I would like to ask you about it as a matter of interest; that is a memo of 
_ your own, is it not? <A. Yes, in my handwriting. 


Q. ‘And you say in that memo that “The Farmers while not in the best 


_ position is not in such desperate straits as the Toronto bankers imagine”. ‘Would 
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that be made in 1909, in connection with the attached letters? A. Possibly; this 
seems to be just a jotting of what some one may have an I do not know who 
said it. 


Q. You have just put your initials at the bottom? <A. Just to show it was 


put there by myself. 

Had you any information, were you intimately acquainted with the 
Farmers Bank so as to be able to write a memorandum like that? A. This is 
not my expression of opinion; that is meant to be the expression of some one to 
whom probably I had been speaking in the matter. We often had from time to 
time all through that period of the panic, we have had various conversations over 


the Farmers, one way and another, and that is a memo of probably what some one ~ 


has said to me; not my own opinion. 

Q. Itis your handwriting? <A. Yes. 

Q. “From subsequent inquiries re annexed letter the genuineness of the 
supposed receipt has been denied by the General Manager of the Farmers and its 
relation to a mining deal at Haileybury is not established. The latter is only for 
small amount, $20,000 and is one of Dr. Beattie Nesbitt’s deals. The Farmers 
while not in the best position is not in such desperate straits as the Toronto bankers 
imagine ”—that is somebody else’s gossip? A. Yes, it was not my opinion. 

Q. Would that have been put down just about the date, December 1909? 
A. I think that had something to do about the deposit receipt. ; 

Q. The Syracuse matter? A. No, it did not matter. There had been a 
rumor abroad that a certificate of the Farmers was being hawked around the 
country and probably I had been making some inquiries from some one who knew. 

Q. You put that on the file? A. Yes, but that had no relation to the file. 
That is one of those things which should disappear. In the Department we often 
put a memorandum. 

Q. About banks? A. Other things; all sorts of things; merely for aid to 
memory. 

Q. On the next file there are communications between the bank and the 
Department of Finance arising out of Mr. VanKoughnet’s letter which is in the 
printed exhibit, and subsequent returns called for by the Government, explanations 
from the Traders Bank and so on; I understand that that, you think, under the 
Commission is not relevant to the inquiry. 

Mr. ComMMissIonER: No, I do not think so.: 

Mr. Hopeins: Mr. Thompson might also make a note of those, so that if 
anything transpires later we might know what they are. 

Q. This file is the one in connection with the liquidation? A. Yes. 

Q. So that the same remarks might apply to that? A. Yes. Any docu- 
ment of which you want a copy you can obtain it through Mr. Thompson. 

Q. Have you the cheque that was returned to Mr. Travers? <A. Yes. 

Q. You produce cheque for $245,000. 


Mr. ComMiss1oner: That is for the money returned? A. Yes, the Finance 


Department’s cheque. : 
Mr. Hopeins: Dated the 30th November, 1906: “ Pay to the order of the 
Farmers Bank of Canada $245,000. Signed T. C. Boville,” that is addressed to 


the Bank of Montreal, Ottawa; are those cheques payable at any branch bank of the. 


Bank of Montreal anywhere? A. They are payable anywhere, practically, pay- 
able anywhere under the terms of the Bank Act. 
Q. That is endorsed to the order of the Traders Bank by Travers as General 
Manager, and appears to have been received there on December 3rd, 1906 ¢ ae 
Yes. 3 
| Copy of cheque dated the 30th November, 1906, for $245,000, from the 
Finance Department to the Farmers Bank, with endorsement, and stamp of Traders 
Bank to be filed as EXHIBIT 5a. 
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Mr. Bovirte: Do you wish copies of all these minutes? 'They are lengthy? 

Mr. Commissioner: I do not know that it is necessary to put in something 
that has no reference to this matter. 

Mr. Honetns: It may be siificient if Mr. Boville will go over the minutes 


_and say that no record appears of anything in connection with the Farmers Bank. 


Mr. ComMMISsIONER: He has said that now. A. I have said that already. 

Mr. Hopverns: He refers to the meetings of the 24th and 26th October? A. 
Meetings immediately prior to the 30th November. 

Mr. Hopeins: The printed Return shows the letter of Sir Edward Clouston 
dated the 30th November, I think you said that would be received the next day? 


' A. In the course of the mail, yes. 


Q. ‘Ihe money that was deposited by Mr. Travers, that was sent by Mr. 
Travers ; a copy of the letter is in and is dated the 23rd October? <A. Yes. 

Q. And the receipt is the same day; you acknowledged that on October 24th, 
that would show when you received it? <A. Yes. 

Q. And then when would the matter come up? I see you wrote Travers on 
the 24th, acknowledging the money and pointing out that there was opposition? 
A. Yes, that deposit has to be made under the Bank Act a month before the 
organization. 

Q. And you then wrote Mr. Travers saying that opposition had been filed? 
mA: Yes: 

Q. And you got his letter dated the 29th October? A. Yes. 

Q. That would reach you in due course of mail on the following day? A. 
Yes. 

Q. And that is what brought forth your answer of the 31st October to Mr. 
Leighton McCarthy apparently, and of November 2nd to Mr. Travers? A. Yes. 

Mr. Commissioner: When you mentioned opposition what did it refer to? 
A. Mr. McCarthy’s communication. 

Q. I gathered from what Sir Richard Cartwright said yesterday that his 
recollection of the practice was that his initials did not appear upon the minute 
where there had been a formal meeting held? <A. Yes. 

Q. That when it was impossible to get. the members together, the practice 
was for the Finance Minister to initial and then for enough to make up a quorum 
to initial also; does your memory agree with that? A. If you will let me explain 
the method of procedure in connection with the Treasury Board. ‘There are very 
large quantities of business to be dealt with, there are regular meetings of the 
Board which occupy probably two hours or two and a half hours’ time. As a rule 
these are called by special notice and the minutes in those cases are prepared and 
signed by the Minister of Finance and they are usually sent on to the Privy 
Council. There are cases when there are very small amounts of urgent business, 
and in the rush of the session very often a meeting will take place either in the 
F'rivy Council Chamber or in the ante-chamber or in the House of Commons, it 
frequently happens; in those cases I may not be present, and the minutes in those 
cases are generally initialled by the members present as a verification to myself 
that there has been a meeting. I fancy what was done in this case of the Farmers 
Bank, and I think Mr. Fielding’s statement in the House of Commons would 
bear me out, it was in the rush of the session, it was one item of business, he 
probably most likely had Ve papers with him, at two o’clock at a meeting of the 
Privy Council—there is a standing order for the meeting of the Privy Council 
during the session at two o’clock—he probably had the papers with him at two 


 o’clock, and whether he consulted the whole Council or not, I do not know, but he 
- evidently consulted the members of the Treasury Board who were present, and 
_ that was why they placed their initial on the document which I produced here. 


Mr. Commissioner: As I understand you, you handed to the Minister of 


_ Finance, your certificate that the papers were in order? A. The cognate docu- 
ments. 
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Q. In view of that, and the declaration of Travers that was contained in the 
‘papers you sent, how did Mr. Fielding come to write the letter of the 30th 
November; do you know anything about that? A. It was in consequence of — 
these persistent rumours that were brought with regard to the irregularities, what — 
may be termed irregularities, in the method of obtaining the necessary $250,000 ; 
he wanted to make certain. 

Q. Did you know Travers? A. No, not personally. | 

Q. You had no acquaintance with him at all? A. No. 

Q. Had you any reason except in so far as suspicion might be cast upon his 
operations, to doubt his standing? A. None whatever; it seemed incredible to | 
myself that a man who represented a list of shareholders such as he produced and 
who had been elected to the high and responsible position of general manager by 
directors should be other than he ought to be. 

Q. Did what was done with regard to the issue of this certificate differ in 
any respect from what was done in the case of similar certificates? A. There 
was a slight difference, some. 

Q. In what respect? A. We demanded from him an affidavit as to the 
actual amount of cash paid in by each shareholder, which was not done in previous 
Cases. 

Q. Ordinarily what would the Treasury Board or what would your Depart- 
ment require before granting the certificate? A. A production of the share- 
liolders’ list showing subscriptions to the extent of $500,000, verified by affidavit. 

Q. You did not get a copy of the subscriptions, but just a list of the share- 
holders? A. We take the list with the affidavit that this is a true list. 

Q. And if nothing to arouse suspicion appeared you would certify it? 

A. The Treasury Board accepts that as evidence. 

Q. Does your certificate precede the certificate of the Department of Justice, 
or do you get that before you certify? A. I usually wait until after I get the 
certificate of the Minister of Justice, although that is not an invariable rule. 

Q. Does not this inquiry suggest that a rubber stamp would be a good thing 
to have in your department to stamp your letters when they come in? However, 
you are not expected to express an opinion at once? <A. There is 80 little of our 
business which really comes into a circumstance of this kind— 

Q. Take a letter like Mr. Clouston’s (perhaps in this case nothing fai 
upon it) it might have been most important to know the hour at which that 
arrived? A. With the returns of the bank we always do that. 

Mr. Hopains: My recollection of Sir Richard Cartwright’s evidence yester- 
day is that, owing to pressure of business, this memorandum was very often sent 
around without any formal meeting at all, and I understand you are giving your 
idea of what might have happened? A. Yes. 

Mr. CommissioNER: Sir Richard mentioned various things Mr. Boville -has 
mentioned about the places where they might meet. 

Mr. Hopeins: Undoubtedly, there is the possibility. But the other practice 
was followed up of sending around? A. Occasionally informal matters relating 
to Departmental routine. 

Q. You are not professing to say whether there was a meeting or whether 
there was an informal meeting this time? A. No. 

Mr. COMMISSIONER: Was it the practice in matters, except of routine, for 
the Ministers to initial the minute of the Treasury Board and that to be sent 
around with the papers to the other members without any meetings and they to 
initial, too, and then action taken upon it; do you know of any cases of that kind ? 
A. Matters of importance, no. | 

Mr. Hoperns: That seems to leave it just as unsatisfactory as ever. Sir 
Richard Cartwright said in connection with this very memorandum that his idea 
was that that had been sent around to him, that he had signed it, seeing the Fin- 
ance Minister’s signature there or initial? A. That would not be the practice. 
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Q. But you have no knowledge as to whether that was followed in this case 
or not? <A. Not different; I could not say. 

Mr. Hopeins: Before you go I would like to have that letter available for 
Mr. Braithwaite? A. If you think it is material. 

Mr. Hopeins: Until I have seen Mr. Braithwaite and seen the letter I can- 
not say. Mr. Braithwaite has been subpoenaed and we have heard nothing from 
him. I think possibly we will have to telephone to Montreal. He may have arrived 
by the 12 o’clock train, and if you would adjourn now until some time this after- 
noon, if he is present, we will examine him then. 


The Commission adjourned at 12.45 to 2.30 p.m. 
At 2.30 p.m., Mr. A. D. Braithwaite, local manager of the Bank of Montreal, 


Montreal, did not appear under his subpoena, and the Commission adjourned to 
meet at 11 a.m., March 19th, 1912, at Osgoode Hall, Toronto. 


Osgoode Hall, 
Toronto, March 19th, 1912. 


The Commission resumed its sittings at Osgoode Hall, at 11 a.m. March 


19th: 1912.. 


PRESENT: 


The Commissioner, Hon. Sik WILLIAM MEREDITH; 
FRANK EK. Hopeins, K.C.; 

JOHN THompson, K.C.; 

WILLIAM LaIpiaw, K.C., and I. E. WELDON. 


SIR EDMUND OSLER, sworn, examined by— 


Mr. Hopeins: You were a member of the House of Commons in 1906? A. 
Yes. 

Q. You remember the time at which the certificate was granted to the Farm- 
ers Bank? <A. Yes. 

Q. Had you an interview on the subject of the Farmers Bank at all with Mr. 
Fielding, the Finance Minister? A. Yes. 

Q. Was that before or after the certificate was granted? A. Hefore the 
certificate was granted. 

Q. Was it at Ottawa? A. Yes. 

Q. We are told that the House sat about the 22nd of November in that year? 


pA. IT do not recollect. 


Q. We will have to prove that in some other way; was it Bie the session 
began in 1906? A. Yes. 
What was your interview with him, what occurred during that interview? 


par SL told Mr. Fielding that I had knowledge that the money that was deposited 


there was practically obtained by false pretences, that it was not bona fide Toney 
obtained by stock subscriptions. 

Q. What money did you refer to? A. The money that was donee with 
the Government pending the issue of the certificate. 

Q. Did you go any more into detail? A. No, I told him that I knew, | ‘as 
a matter of personal knowledge that it was not a straight— 
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Q. What further was said, did the Finance Minister say anything or discuss 
it with you? A. He said he was very anxious about it, and it all passed off. 

Q. That is practically all? A. Yes, that was all until after the certificate 
was issued, I again saw Mr. Fielding and said I was very sorry the certificate had 
been issued. He expressed himself as having been a great deal worried about the 
transaction, but said he was afraid if he had refused the certificate it would have 
been charged that the Government were favoring the large banks and did not want 
to establish new banks. 

Q. How long after the granting of the certificate was that? A. It must 
have been a few days; it was as soon as I heard it had been granted. 

Q. That is all that took place? A. Yes. 

Mr. CoMMISSIONER: Were you connected with any other banking institution 
at that time? A. Yes. 

Q. What bank? <A. The Dominion Bank. 

Q. That was one of the large banks? A. Yes, no doubt. 

Q. Was your statement as broad as that the money that was on deposit had 
been obtained by fraud? A. I knew that part of it; I knew that they had been 
discounting these notes. 

Q. That is what you mean by the discount of notes? A. Yes, it was not 
a straight— 

Q. Because there are two suggestions made about it, one of which was the 
subject of an action, subscriptions to stock having been obtained by fraud? A. 
I know nothing about that. | 

Q. You were speaking of the way in which the money was raised by the 
discount of notes? <A. Yes, to my knowledge. 

Q. Of what notes? A. From Bes the notes of the subscribers. 

Q. Did you intimate that to Mr. Fielding? <A. Yes. 

Q. Or was it in a general way that you made the statement? A. Oh, it 
was in a general way, but in a sense particular, because I made that statement. 

Q. When did the interview take place? A. I have not a date; it was after 
the money. : | 

Q. Where? <A. In Ottawa. 

Q. Inthe House? <A. Yes, in the House. 

Q. Mr. Hoperns: In the Chamber itself? A. ‘Yes, in the Chamber or in 
one of the Committee Rooms. 


ARTHUR DOUGLAS BRAITHWAITE, sworn, examined by— 


Mr. Hopeins: You were the Manager of the Toronto branch of the Bank of 
Montreal here for some time? <A. Yes. 

Q. Were youin 1906? <A. Yes, I took charge in September, 1906. 

Q. Did you know W. R. Travers? <A. Yes. 

Q. He was manager, afterwards became the general manager, of the Farmers 
“Bank? ~-A. Yes: 

Q. Did you know in what position he was before fhe opening of the bank 
for business, which occurred, I am instructed, on the 2nd January, 1907? A. 
He was manager of the Merchants Bank in Fenian when I first knew him. 

Q. I mean immediately preceding the opening of the bank for business, when 
he came before the public as general manager, do you know what his position was 
immediately before that? A. No. 

Q. You understood he was connected with the Farmers Bank? A. I under- 
stood he was getting up the Farmers Bank. 
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Q. Was it with you that he made the deposit for the Government? A. Yes. 
Q. That would take place in Toronto? A. Yes. 
Q. And your office issued the receipt for the money here? A. Issued a 
draft in favour of the Receiver-General at Ottawa. 
Q. You received the money, though, here? A. Yes. 
Q. And you gave a receipt which is sent down to the Receiver-General in 
Ottawa? <A. We gave him a draft on the Bank of Montreal, Ottawa, in favour 
_ af the Receiver-General. 
. Q. Did he deposit the whole $250,000 at once? 
? A. No, he deposited $230,000 on the 16th October, 1906, and $20,000 on 
_ the 23rd October, 1906. 
Q. That would make, altogether, $250,000? A. Yes, and on the same day 
we gave him a draft on Ottawa. 
Q. Prior to his deposit of the $20,000, had you any conversation with him? 
A. Yes, he called upon me at the Ontario Bank. 
Q. What took place? A. He asked me to ine him, $20,000 against 
_ several notes of the subscribers of the stock to the Farmers Bank. 
Q. Do you remember how long that was before the deposit of the $20,000, 
_ generally speaking? A. A week or ten days. 
Q. What was the amount he asked you for asa loan? <A. $20,000. 

- Q. At that time had he deposited the $230,000? A. I am not quite sure 
as to that, but I think he had. He deposited that on the 16th, and I think his 
application would be somewhere between the 16th and the 23rd. 

Q. What was the result of his application? A. I refused to make the !oan. 

_ Q. You communicated afterwards with your head office in connection with 
it, although not till after the certificate was granted? A. Not for some time 
afterwards, in December, I think. 

Q. That was a letter to Sir Edward Clouston? <A. Yes 

Q. Notifying him of the fact of the deposit and the fact of the application 
forthe loan? A. Yes. 
Q. ‘Would that have reached him before the 30th November? A. No, the 
- letter was only written on the 7th December. 
Q. Of course, you don’t know what he did with it; we have traced that in 
_ Ottawa; I suppose it is your letter to Sir Edward Clouston that was sent to Mr. 
7 Boville? A. I know it was sent to Ottawa, either to Mr. Fielding or to Mr. 

Boville, I don’t know which. 

Q. And subsequently was returned to you? A. Yes. 

Q. And the date of that letter was the ?th December? A. Yes. 
| Q. And was it sent on that day, as far as you can remember? A. No, it 
- was not. sent to Ottawa until the 10th December. 
Q. You sent it in the usual course? A. No, I think it did not go down 
_ till the next night, because I was under the impression I dictated it very late at 
- night and it was too late for the mail. 

Q. Except that interview with Mr. Travers that you have told us about when 
he applied for the loan, had you anything further to do with or come in contact 
with the organization of the Farmers Bank? A. Nothing at all. 

Mr. ComMMISSIONER: Was the deposit made with your bank as financial 
_ agents or bankers of the Federal Government? A. Yes, I presume so; they 
have to get the drafts on Ottawa from us; I think we are the only people in 
- Toronto who issue them. 

z Q. How was it you did not communicate earlier to Mr. Gitex as he then 
_ was, the fact of this application to discount the notes? A. I do not think that 
q 1 realized what it was; I was very busy at the time; it was in the office of the 
- Ontario Bank in the head office, and I do not think I quite realized what it was, 


‘i 


_ whether it was to make up the amount of the charter or what it was. 
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Q. Did that strike you as anything very much out of the ordinary? A. I 
cannot say that it did, particularly at the time. 

Q. - I suppose some subsequent event must have made it important, to give it 
greater importance in your mind? A. Mr. Coulson, the general manager of the 
Bank of Toronto, asked me to advise Mr. Clouston how the deposit was made; then 
it immediately flashed across my mind. | 

Q. Until then it had no particular significance? A. No. 

Q. What was the reason you declined to advance the money upon the ates? 
A. I did not want to have business with Mr. Travers; I knew him pretty well. 


LEIGHTON McCARTHY, sworn, examined by— - 


Mr..Hopeins: Your name has been mentioned in the correspondence which 
has already been put in, published in the Parliamentary Return; you had corre: 
spondence between yourself and the Finance Department and Mr. Fielding? A. 
Yes. 

Q. You are familiar with that correspondence; I need not go over it with 
you? <A. I have my file here. 

Q. I-want to ask you whether in addition to that correspondence you ever had 
in the matter a personal interview with Mr. Fielding? <A. I did not. 

Q. There is something in the correspondence which indicates you were expect- 
ing to see him, that is why I want to know? A. Yes, in two of my letters I 
suggested I would do myself the pleasure of calling upon him with reference to the 
matter, but I never did. 

. Who were you acting for in the matter? A. I was instructed by Mr. 
William Laidlaw, K.C., on behalf of his clients who are set forth in the letter to 
Mr. Fielding of the 19th October. 

Q. Had you any personal knowledge except what you got from him as to the. 
grievances of those that issued the writ? A. None whatever. 

Q. In writing the letter it bears a little later date than that, telling him the 
claim was withdrawn? A. One letter suggesting I would call is dated ist Novem- 
ber; the letter withdrawing is on the 2nd November, the day after. 

A ~ The letter is dated November 2nd, that is the one written to Mr. Fielding ? 
. Yes. 

Q. Saying that the objections which you made on their behalf to the issue of 
the certificate are withdrawn? A. Yes. 

Q. On whose instructions did you write that letter? A. Mr. Laidlaw came 
in and told me that a settlement had been made, or arranged with these individuals 
whose names are set out in the letter of the 19th October. 

Q. Am I right in assuming that we have in this correspondence all that took 
place between you and the Finance Department? A. Yes, you are absolutely 
correct. 

Q. Had you anything to do with the matter either before or after that? A. 
None whatever. 

Mr. Commiss1onER: By whom were you instructed, I suppose it appears in 
the papers? <A. By Mr. Laidlaw. 

Q. On behalf of whom, how many different persons? A. They are all the 
plaintiffs in that writ between— | 

Q. How many are there? A. William Dixon, John Sproat, George Castle, 
William McLean, Finlay McCallum, Robert Hume, James Murray, George Denoon, 
John McLeod, James Shuert, William Harris, on behalf of themselves and all 
ether persons alleged to be subscribers for shares of the capital stock of the Farmers 
Bank who may desire to come in and be parties to this action. 
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, Q. What was the complaint they made? A. I have not that endorsement, 

_ and I have not seen it for six years. As I recollect it their allegation was that the 
subscriptions had been procured by fraud, and that the subscriptions had been paid 
with notes, and they demanded— 

Q. What was the fraud? A. Misrepresentation in procuring their sub- 
scriptions. 

Q. Misrepresentation as to what? were you instructed as to the nature? A. 
I have no doubt I had a good many interviews with Mr. Laidlaw between those 
times, between the 8th October and the 2nd November, and I have no doubt we very 
thoroughly discussed it, it is six years ago, and it has passed from my mind. 

Q. I judge from what you say apparently some one was of the opinion that a 
subscription not paid for in cash was not a valid subscription, was that one of his 
contentions? A. Yes, that was one of his contentions, also it comes back to me, 
I think that Lindsay was the man who had procured most of these subscriptions, 
and that these people thought a most rosy condition of affairs had been painted by 
Lindsay as to what these people would make if they went into the transaction, and 
tnat the money would not be called, and they had given notes on the assumption 
that they would never have to pay the notes. 

Q. I suppose you advised them these rosy anticipations were not a ground for 
setting aside the subscriptions? A. I did not come in contact with the clients. 

| Q. Everybody does that? A. I did not come in contact with the clients; I 
- only came in contact with Mr. Laidlaw. 
Mr. Hoperns: Your letter of the 19th October sets out, encloses the special 
endorsements on the writ? <A. Yes. | 
| Q. That is in the return which is being copied and sent up here; and you 
_ request the Treasury Board to “Stay any action upon the application of persons 
professing to act in the name of the Farmers Bank of Canada or in the name of 
the provisional directors of the Farmers Bank of Canada, for a certificate under 
_ section 15 of the Bank Act on the grounds alleged in the enclosed special endorse- 
- ment, and other grounds which may be disclosed upon the examination of the 
_ alleged subscribers for shares.” 
: _“T have received information that the alleged subscribers for shares, paid a 
_ large sum of money in cash and have signed notes for other large sums of money, 
and that the persons professing to act in the name of the bank have transferred 
_ notes and received the proceeds, and that a deposit either has been made or will be 
_ made of the cash received and the proceeds of these notes, or a sufficient amount to 
_ make up $250,000.” 
i “TI wish you to have the kindness to acknowledge the receipt of this protest 
against the granting of a certificate so that I may advise the shareholders who are 
disputing their liability.” 
. I suppose without seeing the endorsement on the writ you cannot say 
_ whether that last paragraph I have read you, which refers to the action of those 
_ professing to act, in the name of the bank, with the notes which they have got, is 
- included in the special endorsement? A. No, I cannot tell you. I gave back 
those papers to Mr. Laidlaw. 
Q. That letter and enclosure was the notice you gave to the Finance Depart- 
e ment? <A. Yes. 


JAMES G. FITZGIBBON, Sworn, Examined by— 


Mr. Hopneins: I want you to identify this letter of November 29th, 1906, to 
W. R. Travers? <A. Yes, sir, that is mine. 
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Q. The letter is: 

“ Dear Travers: 

“Mr. Hunter called in this morning, and I was glad to learn that so far things 
‘are going on nicely, and trust you will have no trouble.” 

Who is Mr. Hunter?. A. He was the solicitor for the bank. 

Q. W. H. Hunter of Toronto? A. ~ Yes, sir. 

Q. How had you learned that so far things were going on nicely? A. From 
Mr. Hunter himself, who had returned from Ottawa. 

Q. Can you say when—“ You say he called in this morning”? A. That 
would be that day, the 29th November. ; 

Q. That he had got back from Ottawa? A. Yes. . 

Q. Then he had gone down with Mr. Travers, had he? A. So I presume. 

Mr. CoMMIssIONER: You had better not give that. 

Mr. Hoparns: If he knows. 

Mr. CommissionER: He does not know. 

A. Ido not know that he had been. 

Mr. Hoperns: I think from the cheque book he did know; I am going to 
call Mr. Hunter. 

Q. The letter continues: “Mr. Hunter went over all the applications and 
informs me that they are in first class shape, and that he would have no hesitation 
in exhibiting them if called for ”’—what applications were those? A. ‘The appli- 
cations for stock. 

Q. What list would there be of those applications, o: or did he go over the appli- 
cations themselves? A. He went over the applications themselves. 

Q. Had he gone over those applications prior to that? A. I think he went 
over them with Mr. Travers before the certificate was granted. 

Q. And then the letter continues: “At his request I enclose three blank 
cheques out of the cheque book in case you have occasion to use them”. This is 
the cheque book, will you just show me the stubs of the cheques that were taken 
out and sent down? A. Ido not think I can identify the cheques from the stubs. 

Q. See if you can; this is dated the 29th November; I want to trace ue those 
three cheques. 

Mr. CoMMISSIONER: Can you identify them? A. Only one. 

Q. What one is that? A. No. 26, December 4th, issued to Guthrie & Pringle 
of Ottawa, $110, No. 27 is marked cancelled, and No. 28 was evidently used after 
he came back. 

Q. You think those were the three? A. I think those were the three, they 
are all dated here December 4th. Any between the 29th November and December 
4th could not have been used in Ottawa. 

Q. Which ones do you identify as the ones you sent him? A. No. 26, 2% 
and 28. 

Mr. Hone: 26 appears to be a cheque made out to G. S. McCorquodale ? 
A. It was evidently started as that but altered afterwards. 

Q. I do not understand that, you do not start a cheque—? A. I did not 
draw— 

Mr. Commissioner: The witness is giving his evidence. 

A. I do not know why the name of G. C. McCorquodale was in there or why 
it was struck out, but I know that the cheque to Guthrie & ye was issued in 
Ottawa by Mr. Travers. 

Mr. Hoperns: Yes, so do I; but I want to know why you identify a cheque 
the stub of which is payable to G. 8. McCorquodale as one of the blank cheques you 
sent down to Mr. Travers? A. I could not say, except it must have been one of 
the three that went to Mr. Travers in Ottawa. I do not know why McCorquodale’s 
name was entered on the stub. I did not draw out the cheque. ; 


Q. Look at the cheque immediately preceding that, what is the date of that 
cheque No. 25? A. It is dated there December Ist. 


ee Se Oe 


on 


i eS ie 


8 ESE OE eC REE STS weg ee eR te 


FARMERS BANK INQUIRY 57 
SESSIONAL PAPER No. 153a 


Q. And that is written over something? A. Yes. 

Q. What is it written over? A. I could not tell you. 

Q. J think I can make it out; have you your glasses with you? AL Ness 
November 30th, it is apparently. 

Q. Would not that look as if that cheque No. 25 was subsequent to those that 
you sent down on the 29th of November? A. Yes, but that was payment of office 
salaries here, and could not have been used in Ottawa. 

Q. Quite so, but it was written out on the 30th, which was the day after the 
date on which you sent them down. 

Mr. CoMMISSIONER: Not necessarily the 30th; it may have been written on 
the 1st December and probably being the end of the month a man might make a 
mistake. A. I do not know, as I did not draw out the cheques. 

Q. Who drew them out? <A. Mr. Shaver. } 

Q. And he would probably know better than you? A. Certainly. 

Q. Does that mean you cannot identify the three cheques you gave us now as 
being the three that you sent down? A. No, I could not positively identify them. 
The only one I could identify is that one which was issued to Guthrie and Pringle 
in Ottawa, and that one was as I understand the only one of the three that was used 
in Ottawa. The three that were sent down may have been Nos. 25, 26, 27 or may 
have been numbers 26, 27 and 28. 

Q. That is the best of your recollection? A. Yes. 

Q. Do you know anything about No. 30 which is marked cancelled? A. 
No, sir. 

Q. Do you think you and Mr. Shaver together could account for the three 
cheques that were sent down? A. I could not say as to what Mr. Shaver can say. 

Q. You have never gone into that phase of the matter? A. No, but No. 30 


- appears to have been to, the contractors for the office building. 


Q. Just look at cheque No. 25 and tell me when that cheque was written out? 
A. That was evidently November 30th, 1906. 

Q. That is in favor of yourself? A. Yes, 

Q. For salary, $62.50? A. Yes. 

Q. It is marked as including Miss McKenna’s salary? A. It was paid to 
me, and I paid her her salary out of that. 

Q. Would Mr. Shaver be the one who altered the date on the stub? A. It 
was in his handwriting; it was paid at the Traders Bank, on the 1st December. 

Cheque No. 25 filed as Exu1pir No. 6. 

Q. Look at that cheque, what is the number of that cheque ? A. No. 28. 

Q. That is dated December 4th? <A. Yes. 

One Hor S102 As” Yes. 

Q. Was that paid up here? A. That was paid apparently at the Traders 
Bank, on the 8th December. 

Q. Whose writing would. that be? A. That is in Mr. Shaver’s hand- 
writing; he drew out all the cheques. 

Cheque No. 28 marked as EXHIBIT 7. 

Q. Then look at this cheque, dated the 30th November, is that the Pringle & 
Guthrie cheque? A. Yes. 

Q. What is the date of that? A. November, 30th. 

Q. What is the number of that cheque? <A. No. 27. 

Q. That corresponds with the cancelled stub? A. Yes. 

Q. It is number 26 that is in the stub payable to Guthrie & Pringle? A. 


* 


-I do not understand why the wrong one was cancelled. This one evidently with 


McCorquodale’s name on it should have been cancelled, and this one written in, 
Guthrie & Pringle. 


Q. There is 26, and 27: 26 is on the stub payable to Guthrie & Pringle, but 
when the cheque is produced it is No. 2% that is payable to them? A. Yes. 
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Q. Do you know anything about the other cheque? A. No, sir. Cheque 
No. 27 is filled out in Mr. Travers’ own handwriting at Ottawa, and when it came 
in Mr. Shaver doubtless— 

Q. Never mind what he doubtless did? A. I do not know. 

Q. look at this attached cheque No. 52, that cheque is payable te whom? 
A. To W. R. Travers. 

@. And endorsed by him? A. Yes. 

Q. For $1,800? A. Yes. 

Q. Did you have to do with the closing of that transaction? A. No, sir. 

Q. Who did, Mr. Travers? A. No, Mr. Shaver, I believe. 

Q. Do. you know anything about this attached receipt signed by Pringle & 
Guthrie? A. Nothing beyond the fact that it was handed in to be attached to 
the cheque when it came back from Ottawa. 

Mr. Hoperns: I will put those three in together as one exhibit. 

Cheque No. 27 to Pringle & Guthrie for $110; cheque to W. R. Travers, No. 
52 for $1,800, signed by W. R. Travers, General Manager, and endorsed by W. R. 
Travers and A. R. Shaver; and receipt of Pringle & Guthrie, solicitors for C. A. 
Smith, for promissory note of W. R. Travers for $1,800 in favour of C. A. Smith, 
including release by Smith of all claims and demands of Smith against W. R. Tra- 
vers and the Farmers Bank of Canada—filed as EXHIBIT 8. 

Mr. COMMISSIONER: Who is McCorquodale? A. He was one of the soli- 
citors for stock for the bank. 

Mr. Hopeins: One of the stock sellers? A. Yes. 

Q. I see he was a stockholder too? A. He subscribed for one share, but if 
I remember rightly he never paid anything on it, and it was subsequently cancelled. 

Q. Where are the stock applications? A. The last I saw of them they were 
in the hands of the liquidator. 

Q. Would it be asking you too much to see if you could find them amongst the 
papers that have been produced up here? A. They ought to be all together, they 
were all on file. 

Q. We will get them then? A. All right. — 


ALEXANDER G. McKAY, Sworn,— 


Mr. Hoperns: I have called you because your name is set forth in the pros- 
pectus which was sent by Mr. Travers to the Finance Minister in 1906, as one who 
had consented to act as a Director if elected, “Hon. A. G. McKay, K.C., Owen 
Sound, Ex-Commissioner of Crown Lands ”—that would describe you pretty accu- 
rately? A. Yes, fairly accurately. 

Q. Did you consent to act as a Director of the Farmers Bank? A. No, not 
exactly, I did not. I was approached by an agent to subscribe for stock, and of 
course I discussed the Directorship and that sort of thing, but I never decided to 
subscribe and did not subscribe. 

Q. Who was the agent? A. I think his name was Lindsay. 

Q. On the 27th November, was there any authority given by you under whieh 
you could have been described as a gentleman who had consented to act as Director 
of the Farmers Bank if elected? A. No, because I had not subscribed for stock. 

Q. Nor prior to that, that would not have been proper? A. No, it would 
not have been proper. I was considering and was being canvassed to subscribe for 
stock, and the discussion took place with regard to that, and I decided not to sub- 
scribe and told him so, and I did not know my name was in the prospectus until 
some one called my attention to it months afterwards. 

Q. Is that all you had to do with it? <A. Yes. 
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INSPECTOR WALTER DUNCAN, called to produce certain papers.— 


Mr. Hopeins: There is said to be a statement made by Mr. Travers to you 
which has not been produced in any of these proceedings? A. Yes. 

Q. Can you let me have it? A. I can. (Produces). 

Mr. Hopeins: Perhaps Inspector Duncan had better be sworn. 

Mr. CoMMISSIONER: I do not know that I will receive that at present, a 
statement made by Travers. If you are going to call Travers possibly it may be 
proper to introduce it afterwards. I am not going to take second hand statements. 

Mr. Hoperns: I have no objection at all to do that; I wanted to get this, 
and I thought it just as well when the document was produced that the Inspector 
should state how he got it and how it comes to appear in the form it is. If you 
think it is better to wait for Mr. Travers, I will do so. 

Mr. COMMISSIONER: I think we had better wait till we see what Travers says. 

Mr. Hopeins: Have you any other papers? A. Yes, there are some papers 
bearing on some monies said to have been obtained by the ‘ World’ newspaper. Then 
I have here a number of cheques signed by Fitzgibbon which are made payable to 
W. R. Travers. I produce one here for $6,000. 

Q. I will go into these later; we will have to go through those very carefully. 
All I want to know is what you have? A. Then there are others here aggregating 
perhaps $100,000 or over. There is another statement that is of no value to me; 
that was taken in the bank. There is a short brief that was prepared for the Police 
Court for Mr. Corley, Crown Attorney. 

Q. Ihave that. A. Then it was said there was a letter missing which was 
produced at the Police Court. 

- Q. Without going into it, perhaps you will just leave the papers with me 
and I will look through them myself. 

Mr. CoMMISSIONER: One letter he says is missing? Whom was it to? A. 


It was to Mr. Coulson. 


Q. From whom? A. Something in connection with the Finance Depart- 
ment at Ottawa with regard to something being wrong. 

Mr. Hopeins: Is not that the letter you are thinking of from Mr. Braith- 
waite to Mr. Clouston? A. I rather think it is. . 

Q. That letter I have seen. That letter mentioned Mr. Coulson made inquiry 
just as Mr. Braithwaite states. A. This one I would like to get back; that is a 
criminal charge bearing on a man that is not before the Court. And here is one 


| _ also I would like to get back. 
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Q. We will just put these together and before you leave, Mr. Thompson will 
give them back io you. He wants to make a note of them. A. Very well. 


— 


JOHN D. IVEY, sworn, examined by— 


Mr. Hoperns: You are a merchant in Toronto? A. Yes. 

Q. And were you at any time a Director of the Farmers Bank? <A. Never. 

Q. Did you contemplate becoming a director? A. I was solicited to sub- 
scribe for stock. 

Q. Who solicited you? <A. Mr. Travers, and there were some names that 
he mentioned to me, Major Beattie and Colonel McLennan, I think, and some 
others that rather appealed to me, and I said I would think it over, and in think- 
ing it over I communicated with those gentlemen and I found that they were not 
directors. 

Q. What was the result; did you make up your mind one way or the other? 
A. I practically dropped out at that. 
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Q. Do you remember when you dropped out? A. No, I am sorry to say I 
do not; it was very early on at the beginning of the organization. 

Q. And you were represented in the prospectus sent to the Finance Minister 
about the 2%th of November, 1906, as a gentleman who had consented to act as a 
Director, if elected; would that be correct? A. That would be without my au- 
thority at the time; I had never subscribed for stock. 

Q. I notice in the document which I have here, which is really. a lawyer’s 
bill against the bank, that in March you had various interviews with Mr. Urquhart 
and Mr. Travers, two at least, in reference to extending of time for the bank pro- 
ceeding with its organization ; do you remember those? A. Ex-Mayor Urquhart’s 
name was among the three or four names that were mentioned to me at the first 
interview, and I had one or two interviews with Ex-Mayor Urquhart in order to 
inform myself as to the organization of the bank. 

Q. You had nothing to do with the bank then on the 2%th November, 1906? 
A. None whatever. 

Mr. Hoperns: Mr. Urquhart telephoned me that he could not be here this 
morning, but would be here this afternoon. In his absence I think I had better 
take Mr. Lown. But before that I am going to put in the minutes of the provi- 
sional directors which have been already produced in the former proceedings, and 
the minutes of the directors after their election. 

Minute book of provisional directors filed as Exuisit No 9. 

Minute book of the directors of the Farmers Bank filed as Exuisit No. 10. 


ALEXANDER 8. LOWN, sworn, examined by— 


Mr. Hopeins: You were one of the provisional directors of the Farmers 
Bank? <A. Yes. 

(). What is your profession? A. I am a solicitor. 

Q. You were practising where? A. I was practising at that time in the 
village of Drayton. 

Q. And you became interested in the Farmers Bank? A. Yes. 

Q. You took out the charter, did you not? A. Yes. 

Q. Of the original provisional directors, how many are still living? = A. 
Gallagher is dead. 

Q. Who were the others besides yourself? A. Dr. Ferguson, Fraser and 
Watson. 

Q. Mr. Watson lives in Listowel? A. Yes. 

Q. The others in Toronto? A. Yes. Mr. Gallagher, I think, lived in 
Teeswater at that time. 

Q. You acted as a provisional director? A. Yes. 

Q. Right up to the time when the meeting of subscribers was held? A. Yes. 

Q. In November or December, 1906; you remember, I suppose, the agree- 
ments that were entered into at that time by the provisional directors? A. Yes. 

Q. 12th March, 1906, is the agreement signed by you, Fraser and Ferguson 
and Travers? A. Yes. 

Agreement between A. 8. Lown et al. and W. R. Travers, dated the 12th 
March, 1906, filed as Exurpit 11. 

Q. This is your signature and those are the signatures of the others (on 
Mxarart UL) Po A Yes. 

Q. That agreement, in effect, was to allow Travers to sell all the capital stock 
of the bank? AO think there is an exception in it. 

Q. Yes. “ Except such portions of the stock as they may reserve to be sold © 
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by C. H. Smith and the firm of Messrs. Urquhart, Urquhart and McGregor ”—but 
outside of that Travers was to have the whole control; that is, in 1906? A. Yes. 

Q. At that time you found you had not made much progress, is that right? 
A. We had, I think, about $40,000 of stock subscribed. 

Q. That was about two years, was it, after the bank had been incorporated ? 
A. Well, about a year or six months, I should judge. 

Q. That agreement provides for the procuring, within a week from its date, 
four members for the permanent Board that will be acceptable to the provisional 
directors and to Mr. Thomas Urquhart, and he agreed that the expenses of the 
directors, providing they do not exceed $16,000 to date, be paid out of the funds 
of the bank? A. Yes. 

Q. That was the arrangement? A. Yes. 

Q. How many shares of stock had you got up to that time subscribed? A. 
It is pretty hard for me to say without going through the books 

I agree with you. A. I would say, roughly speaking, about $40,000 
or $50,000. 

Q. That is two years’ work? <A. Yes. 

Q. Had you employed any one to get that? A. Yes. : 

Q. Who had you employed, C. H. Smith? A. Smith, and Smith had 
employed quite a number of others. 

Q. Was Smith being paid by commission? A. Smith was being paid by 
commission, and Smith also acted as Secretary of the Provisional Board. 

Q. Was he on salary or on commission? <A. I think he had a salary of $75 
a month and a commission besides, if I remember right. - 

Q.. Those who have apparently been paid or charged up commissions were 
Smith, Travers, Fraser and Urquhart; did you employ any one else? <A. I sup- 
pose Travers would employ other agents and Smith would employ other agents, and 
J think under Urquhart was a gentleman called Richardson. 

Q. What was the meaning of this $16,000 that was provided for the payment 
of the provisional directors? A. At that time certain monies had been expended, 


we did not know just how much, but the idea was that these matters would be 


adjusted afterwards. 

Q. Who did know the amount? A. I suppose we contd have got the amount 
from the books. 

Q. Had you kept books? <A. Yes. 

Q. And would they represent anything like a total of $16,000? A. They 
would represent, ! could not tell without looking at the books. 

Q. What books do you refer to? A. There would be the ledger and the 
cash book; the books were kept by Smith. 

(). Probably you will look at them later on; J. think they are here? A. 
Very well. Roughly speaking, I think there were ‘one or two unsettled matters 
and I think the books would show about $10,000. 

Q. Of expenditure? <A. Yes, at that time. 

Q. How much of that had been contributed by the provisional directors? A. 
Not very much. 

Q. It had been spent, then, out of the subscriptions? A. Yes. 

Q. Then there are three subsequent agreements? A. Two, I think. 

Q. You are right; that is, two subsequent ones with Mr. Travers? A. Yes. 

Q. They are both dated the 4th July, and I will put them in together; see 
if those’ are the criginals? A. Yes, sir. 

Two agreements both dated the 5th July, 1906, between A. S. Lown et al of 
the first part, C. H. Smith of the second part, and W. R. Travers of the third part 
filed as Exursit 12. 

Q. This agreement of the 4th July, 1906, recites the agreement of the 12th 
March and allows Travers to sell all the capital ‘stock which is now unsold and you 
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engaged him at a salary of $5,000 for the first year, increasing a thousand dollars 
each year; and if he retires he is to be allowed a pension of $1,500 a year, that to 
be confirmed by the shareholders. Then it is provided that Travers agrees to 
accept the legitimate accounts as they now stand upon the books for the expenses 
of the organization to date, that would be what you would find in the books? A. 
Yes. ; 

Q. “And also agrees to allow the parties of the first and second part the sum 
of $20,000 as a remuneration for their services, surrender of charter, etc., to be 
paid out of the funds of the bank provided the same be confirmed at the meeting of 
the subscribers ”—that I see is signed by all the provisional directors? A. Yes. 

Q. What is the meaning of your getting $20,000 for services as well as the 
legitimate accounts as they stand? ~ A. It simply meant that Travers would 
recommend at the meeting, as I understood, at the meeting of shareholders that we 
would be paid that much. 

Q. What wasitfor? A. For our work and trouble in promoting the bank. 

Q. Such as you have described? A. Yes. 

Q. This speaks of a surrender of charter, I suppose that was really a transfer 
of the charter to Mr. Travers? A. I suppose so, yes. 

Q. Was it on the understanding that he was to have—? A. The under- 
standing was that he was to go on and complete the organization and that we were 
to do any acts that were necessary to assist him. 

Q. At that time in July, 1906, there had been a good deal more stock taken 
up, had there not? A. Yes. 

Q. What did you khow about promissory notes that had been taken for stock? 
A. I think it is all explained in the minute book. We had some objections to the 
promissory notes. ‘Those notes were taken without our knowledge, and when we 
discovered it, some of the members of the Board raised some objections to those 
promissory notes, and we decided to take legal advice on the matter, and we did. 

Q. The second agreement of the 4th of July recites the prior one of the same 
date, as to the $20,000 and Mr. Travers in that agrees to “ accept their*claim and 
to pay the $20,000 to the parties of the first and second part as follows:....... 
immediately upon their passing the necessary resolution to give the legal notice 
calling a meeting of the subscribers for the organization of the bank.” 

Then at the bottom of that agreement there is a receipt for Travers for $10,000, 
iene to this extent we hereby assign our interest in said $20,000 to said Travers ” ? 

es. 

Q. When after the 4th of July did the provisional directors get the $10,000 
from Travers? A. We were paid that day. | 

Q. The 4th of July, 1906? <A. Yes. : 

Q. Was that paid out of these subscriptions? A. No, that was paid out of 
‘Travers’ commissions. Of course the commissions were paid out of the subscriptions. 

Q. Was there a resolution directing payment to him of $10,000? A. I 
cannot remember. 

Q. Then these are the other memorandum and power of attorney, I think 
they had better go in together; they are also signed by the provisional directors? 

A es: 

Q. One is memorandum as to distribution, and the other is the power of 
attorney from the provisional directors to Travers? A. Yes. 

Memorandum as to distribution and power of attorney from PERE direc- 
tors to Travers filed together as ExuiziT 13. 

Q. The memorandum of distribution says “We, the undersigned, hereby agree 
that we will divide the sum of $20,000 to be paid us by W. R. Travers under an 
agreement dated the 4th day of J uly, A.D., 1906, amongst ourselves as follows: 
A. S. Lown $5,000; C. H. Smith $5,000; John Feguson $3,500; Alexander Fraser 
£3,500; John Watson $1,500; James Gallagher $1,500.” 
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The power of attorney states “ To constitute and appoint W. R. Travers our 
lawful attorney for us and in our name and stead to endorse our names on all notes 
made by anyone whatever payable to the provisional directors of the Farmers Bank 
of Canada, and the endorsement of our names on said notes by him as our attorney 
shall be as valid and effectual as if we ourselves had endorsed notes, etc.” 


You did endorse all these notes didn’t you? A. I presume that Travers as 
attorney endorsed those notes. 

Q. The power of attorney is dated the 8th October, 1906; look at this resolu- 
tion of the same date, and certified by you as Chairman? A. It was signed by 
me as Chairman. 

Q. That was passed at that meeting? A. Yes. 

Q. Itreads: ‘ Moved by James Gallagher, seconded by John Ferguson: 

“That the provisional directors execute a power of attorney to W. R. Travers 
for the purpose of endorsing all notes in their names as provisional directors and 
signing their names to a note or notes for the purpose of raising funds to put up 
the deposit with the Government, and we authorize the secretary to hand over all 
notes to W. R. Travers for the said purpose.” (Motton filed as Exhibit 14.) 

Q. Am I wrong in saying that at that period of time out of the subscriptions 
that had been raised all the expenses were to be paid and the $20,000 to the 
frovisional directors would come out of that, although charged as commissions to 
Mr. Travers? 

Q. It would come out of Mr. Travers’ commissions, his commissions would 
be chargeable to that. 

Q. And he would then get all the promissory notes made up to that time by 
subscribers? A. No. 

Q. What was the situation? A. The bank would get the credit for the 
proceeds of any money that he raised by endorsing those notes. 

Q. Iam speaking of the subscriptions which had been got by you four provi- 
sional directors before Mr. Travers came into it? A. Yes. . 

Q. The expenses were to be paid out of that? A. Out of all the money 
subscribed by the stockholders, I presume. 

Q. Then you were to get $20,000 in addition. 

Mr. Commissioner: He explained that differently poten that $10,000 came 
out of the commission that Travers got, which came out of the bank funds. 

Mr. Hoperns: Up to the time that Travers made the agreement with you to 
pay you $16,000 in March and $20,000 in July had Travers got any stock taken up 
himself? A. ‘Travers himself, we never saw Travers until about the 12th of 
March, and from the 12th March to the 4th July Travers and his agents had been 


_. instrumental in getting the great portion of the stock. 


Q. Coming back to the 12th of March the arrangement under that agreement 
was that you four directors were to be paid the $16,000? A. No, not exactly; 
we were to be paid whatever expenses there were, if they were not more than 
$16,000; if they were less, we would get less. 

Q. “What was the object of changing the agreement on the 4th of July; 
Travers in the meantime had been getting stock taken up? A. Out of the money 
that we had expended we ourselves would get practically nothing; that had gone 
in rent and advertising and commissions, and so on. 

Q. We can find the amount of that; but I want the reason for making the 
agreement of the 4th of July? A. Travers had been promising us that we would 
get a certain amount of remuneration for the services that we had done. 

Q. If the $20,000 was to be paid out of Travers’ commission it was on the 
commission from between the 12th March and the 4th July? A. No, it would 
be on the commissions earned at the time at which the bank was organized. 

Q. You turned over the entire stock-selling to Travers? <A. Yes. 

Q. And he, you say, out of his commissions was to pay that? A. Yes. 
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Q. What commission did you as provisional directors arrange to pay Travers? 
A. 10%. 

Q. on the par value of a subscription? <A. Yes, sir. 

Q. Not upon the cash paid in? <A. The par value of the subscription; I 

think, if I remember rightly, the agreement sets it forth. 
| Q. Supposing these notes were given by subscribers would Travers get in cash 
lis commissions out of that as if it had been paid in cash; was that the idea you 
had in your minds at the time? <A. If the note was a good note. 

Q. Had you anything to say to that? A. No, the notes were all recom- 
mended to us as being good notes. 

Q. You passed certain resolutions on the subject; in addition to that agree- 
ment of the 12th March, 1906, was there an agreement to pay Dr. Ferguson and 
Alexander Fraser more, an additional amount to that? A. No. 

Q. This is the minute of the 10th March, 1906: “ That the provisional Board 
hereby agrees that provision be made for Messrs. A. S. Lown, and C. H. Smith as 
originators of the bank, by giving them positions in the bank on its organization, 
Mr. Lown as Secretary and Mr. Smith as manager of a branch bank, or at least its 
equivalent in the head office; and in the event of their not being continued to a 
period to be agreed upon between Mr. Lown and Mr. Smith and Mr. Travers, the 
prospective General Manager, an adequate allowance be made by pension or bonus 
on retirement and that Dr. Ferguson and Alexander Fraser be empowered to 
execute this agreement with Mr. Travers on behalf of the Provisional Board.” 
That is on the 10th March, and would that agreement on the 12th March imme- 
diately follow it and be the one executed in pursuance of this, because my recollec- 
tion is there is no provision in that for your being continued? A. I do not think 
that was ever carried out. 

Q. On the same day; moved by Dr. Ferguson, seconded by Alexander Fraser: 
“That an allowance of $3,000 be made to Alexander Fraser and Dr. John 
Ferguson for their services and outlays as provisional directors in the organization 
of the bank, and that the same be paid when the bank is ready for business—” ? 
A. That would be included in that $20,000. 

Q. Which? A. That $3,000. 

Q. That was mentioned in the 4th of July agreement? A. Yes. 

Q. Would it be included in what is mentioned as the agreement of the 12th 
of March? A. I do not think so. ; 

Q. I want to ask you about the agreement as to notes; you had taken advice 
had you not, relative to the legality of the provisional Board accepting notes? A. 
Yes. 

Q. Isee that at the meeting of the 23rd of June the resolution was passed 
against that being done; “It was moved by Dr. Ferguson, seconded by Mr. 
Gallagher; that whereas it appears that the notes have been accepted by agents in 
settlement of subscriptions to stock, be it resolved that the opinion of Messrs. 
Urquhart, Urquhart & McGregor be secured at once as to the legality of accepting 
by the provisional Board such settlements and the payments of commissions, on 
such subscriptions”. Moved by Alexander Fraser, seconded by Mr. Gallagher: 
“That instructions be given to Mr. Travers that no note be accepted in lieu of cash 
for payment of stock and that no agent or sub-agent employed by him accept the 
same, but that the conditions set forth in the form of application be adhered to on 
cash basis unless otherwise specially authorized by the Board *””—do you remember 
that? <A. Yes. 

Q. Was there an opinion obtained? A. Yes. 

Q. To what effect? A. To the effect that— 

Mr. CoMMISSIONER: Is it in writing? <A. Yes. 

Mr. CoMMISSIONER: I do not think it would be fair. 

Mr. Hoperns: I only want to get whether, generally speaking, it was in 
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favor or against it, because I have the opinion here, what I take to be the opinion. 
I expected to put that in when Mr. Urquhart came. Perhaps you would recognize 
that? A. I think we have the original letter somewhere. 

Mr. CoMMISSIONER: ‘That purports to be a copy? A. Yes; it would be 
fairer for Mr. Urquhart to put in the original letter. 

Mr. Hopeins: On July 4th, which was the date at which that agreement 
appears to have been made, it was moved by Mr. Ferguson, seconded by Mr. Gal- 
lagher; “that in consideration of the letter of Messrs. Urquhart, Urquhart and 
McGregor, regarding the acceptance of notes on subscriptions of stock, the resolu- 
tion of the 23rd June, 1906, calling for the selling of stock ona cash basis be 
repealed”. I suppose that affected your minds. You repealed the resolution? 
A. Yes. 

Q. And then the next is a resolution: “That the sum of $10,000 on account 
of commissions for the sale of the capital stock in the bank be paid to W. \R. Tra- 
vers”. Then, “That the agreement entered into this day between W. R. Travers, 
©. H. Smith and Messrs. Watson, Gallagher, Lown, Ferguson and Fraser be con- 
firmed and signed”. Then it was known when the $10,000 was given that the 
notes had been taken, -and do you pretend to say that you knew they were all good 
at that time? A. We did not know they were all good, but they were all stated 
to us to be notes of good substantial farmers. 

Q. Stated by whom? <A. By Travers. 

Q. And on that statement the $10,000 was paid out of the monies on hand? 


A. -Yes. 


Q. You did not discount the notes to get this money? A. No, not at that 
time. 

Q. Further on the same day, “ That the Chairman of the Board ’—who was 
that? <A. Myself. 

Q. “That the Oietan of the Board, the Secretary Treasurer of. the 
Board ”—who was the secretary treasurer? A. Mr. Smith. 

Q. “And W. R. Travers, General Manager, be authorized to endorse all notes 
made in favour of the bank for the purpose of raising money to make deposit with 
the Treasury Board of the Dominion Government”. This is on the 4th July, 


P 1906? A. “Yes. 
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Q. Then I see by the minutes that you kept on alloting stock as a aes Gis 
were brought in? <A. Yes. 
Q. Irrespective of whether they were cash or otherwise? A. Yes. 
Q. You knew, of course, quite well, that notes were being taken? A. Yes. 
Q. After that change of attitude? A. Yes. 
-Q. And I suppose you will say you were aware that a very large proportion 
of notes were being taken? A. I could not say that. 
Q). Did you make any inquiry from Mr. Travers as to the proportion of notes 
and cash? A. That is nearly seven years ago, and it is hard for me to remember. 
Q. Then we come to the meeting of the 8th October, where that resolution 
that I put in apparently carried. There are quite a number of minutes, extending 
over quite a long period of time, that all appear to have been read and confirmed 
at the meeting on the 6th November, do you recollect why they were left for con- 
firmation so long? A. I cannot remember. 
~Q. The allotment that you made was not subject to any condition at all on 
payment of the notes, it was simply an allotment of the stock by the provisional 
directors? <A. Yes. ; 
Q. Did you think you had power to do that? A. We thought we had, yes. 
/ Q. You made your report to the shareholders or subscribers on the 22nd 
November? <A. Yes. eee 
Q. Would you just look at that report which I will put in signed by you, tell 
me about the expenses there on the second page? (Report of the provisional Board, 
dated the 22nd November, 1906, filed as Exuipir 15.) A. $44,403.65. 
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Q. Is that correct? © A. It is approximately correct. Of course I simply 
got that, I would ask Mr. Shaver or Mr. Fitzgibbon who were in charge of the 
books as to what the expenses were. , 

Q. Do you remember asking them? A. Ae excuse me a moment, the. 
figures there are not in my handwriting. 

Q. Whose are they in? A. I cannot tell you; they may be in Mr. Slava 
they are certainly not in mine. 
Q. Were you elected as a regular director of the bank? A. No. 

Q. Had you anything to do with opening the original books of the bank? A. 
No. ) | 

Q. You do not know why the figures for expenses were not the same as 
reported to the subscribers? A. No, so far as I know, I had asked some person 
and apparently the entries have been made in some other person’s handwriting. 

Q. Did that amount to your knowledge include the amount paid to the. 
provisional directors by Travers? A. Yes. ; 

Q. Did it include all the commissions paid? A. Yes. 

_Q. To, Travers or others? <A. Yes. 7 

Q. Did you know at the time how much had been paid in in cash to that 
date? A. I think possibly I did. I think I signed-a cheque for $150,000 trans- 
ferring the Traders Bank account to the Bank of Montreal. 

Q. You think you signed a cheque for that? A. Yes, I probably sioned a 
cheque for that. 

Q. The cash that had come in being to the credit of the provisional directors? 
A. Yes, in the Traders Bank, and $150, 000 of that was transferred. 

Q. Now from whom did you get this information in paragraph 4; “ The 
Board have to report in the first place that they have the sum of $579,200 bona fide 
subscribed” ? A. I would get it from Mr. Shaver or Mr. Fitzgibbon. 

Q. Then this, “And out of the subscriptions thereon they have paid-in to. 
the Treasury Department of the Dominion Government, the sum of $250,000?” 
A. I knew as a matter of fact that $250,000 had been paid to the Treasury Board; 
I was told that by Mr. Travers. 

Q. But not out of the subscriptions thereon? A. Out of the monies derived 
from the proceeds of the discounts of the subscribers’ notes. 

-Q. That was your knowledge at the time? A. Yes. 

Q. When you signed the report? <A. Yes. 

Q. Did you ever get that $10,000? A. No. 3 

Q. How was that? A. We simply did not get it; that was all. 

Q. You had a good deal to do with the application for the certificate to: ie 
Treasury? A. I had nothing to do with it. | 
_ Q. Did you prepare that report which we have just put in? A. Yes. I 
think Mr. Travers and I prepared it. ee 

Q. He says you did? A. Possibly. 

Q. You remember, at all events, the application for the money to make up 
the additional amount of $100,000 and you knew there was an affidavit being made 
to borrow on the notes? A. Yes. 

Q. Had you anything to do with negotiating that yourself ! 2? A. None what- 
ever. 

Q. And did you go over the list of subscriptions with Mr. Travers? <A. No. 

Q. Did you know anything about what he called spreading the cash over the 
subscriptions? A. Nothing, except what I heard him tell in the Police Court. 

Q. You really had nothing to do with it, is that right? A. I had nothing 
to do whatever with the application for the certificate. 

Q. Had you anything to do with prepara the Sa to be used? “A. No, 
none whatever. | 


FARMERS BANK INQUIRY 67: 
SESSIONAL PAPER No. 153a 


Q. At whose request did you sign the cheque for $150,000 you have spoken 
of? A. I presume, Mr. Travers’ request. 

Q. Did you endorse the notes? A. No, the notes were endorsed by Mr. 
Travers as the attorney. I think the notes I have seen the endorsement: ‘ was int 
Mr. Smith’s handwriting and signed by Travers as attorney. : 

- Q. The money was paid in on or about the 23rd October? A. Yes. 

Q. So that I suppose the provisional directors were fully aware that’ the 
power of attorney was being acted on for the purpose of raising the money? A. 
I do not know about the others, I was. 

_ QQ. I think I have seen somewhere that Mr. Travers says you were aware of 
the making up of that ist? A. No, I think he says I was not. 

Q. Who were the officers of the bank at that time, the officers of the provi- 


sional directors? A. At what time? 


Q. Say, October 8th, 1906? A. I was chairman and Smith would be sec- 


_ retary and Mr. Travers was acting manager. 


Q. You have spoken of Fitzgibbon and Shaver, when did they come into the 


employ of the bank? A. Smith went out some time in October, and then, I think, 


Mr .Shaver became the secretary, and some short time after that Mr. Fitzgibbon 
came in. 


Q. Was he there before the meeting of subscribers when the directors were 
formally elected? A. Yes, they were both there; Smith would not be there, but 


Fitzgibbon and Shaver would be there. 


Q. Where is Smith now, do you know—I am instructed he was in Vancouver 


or in British Columbia somewhere? A. I understand he is in Vancouver. The 


last time I saw him he told me he was going to Vancouver; I have not heard from 


him since. 


Q. Who was the solicitor for the bank while it was under your charge as one 


| of the provisional directors? A. Mr. Urquhart was part of the time. 


Q. Was he succeeded by Mr. Hunter? A. Yes, he was succeeded by Mr. 


| Hunter. 


Q. Prior to the 8th October? A. It would be very hard. to say when Mr. 


Urquhart went out and when Mr. Hunter came in; if you tell me any particular 


dates. 
Q. Iam giving you the 8th October, 1906? A. I would think Mr. Hunter 


| would then be solicitor. 


Q. He went down with Travers to Ottawa? A. I do not know anything | . 


about that. 


Q. Apart from the $10, 000 which you have paid, have you obtained ‘any 


money, did you get any further monies from Mr. Travers from the bank? A. I 


got $300. 

~ Q. For what? A. In settlement of the $10,000. 
Q. In settlement of the remaining $10,000? <A. Yes. 
Q. Why did you not press your claim for the $10,000 which he had a | 


: to pay you? <A. Well, matters had gone a little harder than we expected with 
_ the bank, and I thought it would be rather unfair. 


Q. When did you make a settlement with hini? A. Some time in Ti anuary, 


: I do not remember the date. 


Q. Some time in what January ? A. January, 1907. 
Q. Mr. Travers says, in respect to that agreement of the 4th July, that when 


he entered into the agreement on the 4th of July they, that is the provisional © 
- directors, desired that $10,000 of the amount should be paid forthwith, and to that | 


Pe 


he agreed ; that was before the issue of the certificate by the Treasury Board - 


and hefore they had a sufficient amount of stock even subscribed to apply for the 


_ certificate, and the balance of $10, 000 was to be paid after the permanent direetors 
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were elected. Would that be right? A. The agreement says at the time of the 
election— 

Q. The point I want to know is, before there was a sufficient amount even 
subscribed, the $500,000 had been subscribed? A. No, there would not be 
$500,000 subscribed then. 

Q. Had the payment of the $10,000 been approved by the permanent Board 
at any time? A. I do not know what the permanent Board did. 

Q. You never heard it was nor never inquired? A. I never inquired. 

Mr. CoMMISSIONER: Who were the promoters of this bank, who got up the 
idea? <A. I think the idea in the first place was originally with Mr. C. H. Smith. 

Q. Had Travers at the beginning anything to do with it? A. “Travers 
had nothing whatever to do with it until about the 12th of March. 

Q. You had been going on, I judge from what you said, without any large 
success in getting large subscriptions: Pinta es 

Q. The $16,000 you spoke of, approximately, what did that represent? A. 
What J understood it represented was the money that had been expended. . 

Q. In what? <A. For commissions, for rent, for advertising, for various 
things. 

Q. Was there an account kept? <A. Yes. 

Q. Have you seen that account? A. I have seen that account, yes; it is in 
the ledger. | 
Q. I notice that the agreement provides that the provisional directors author- 
ized Mr. Travers to pledge their personal credit for the payment of the notes that 
were discounted? A. I have forgotten about that. 

Q. Was the credit of the Farmers Bank pledged or intended to be pledged 
for the payment of those notes? A. No. 

Q. Were you acting under anybody’s advice in adopting the course you took 
for raising the money ? "A. We were acting under advice from Mr. Travers, whom 
we understood was advised by Mr. Hunter. 

Q. What did you expect to happen if the bank never went into operation; 
what did you expect to happen with regard to the $10,000, you and your associates ? 
A. I expected we’ would have to repay it. 

Q. Do you know whether in the forty thousand odd dollars, which was the 
sum said to be the preliminary expenses, the $20,000 that you were to receive was 
included? <A. No, only $10,000 of it was included. 

Q. Do you know where the $300 that you got in settlement of your claim for 
your share of the unpaid $10,000 came from? A. I do not know. 

Q. It would be Travers that would be making the money and not the bank, 
if you took $300 for your share; I understood you to say that this money was to 
come out of Travers’ commissions? A. Yes. There had been a good deal of 
trouble over the formation of the bank, and matters had not gone as I had expected 
they would, and J did not want to raise any trouble; that was the reason I— 

Q. Were the other gentlemen who were entitled to a share in that $10,000 
settled with at ve same time? A. Yes, and all on a somewhat similar basis. 

Mr. Hopeins: I notice that the power of attorney contains the clause, “ We 
personally eos the said notes ”—that is what Mr. Commissioner referred 
Toei Hata Nes, 

Q. What is the object of that? A. I do not remember. : 

Q. Just to get the $10,000? A. No, the power of attorney was drawn, I 
presume, by Mr. Hunter. | | 

Q. Would you like to read it? A. (Witness reads over power of attorney). 

Q. You see the words, “'We personally guaranteeing the notes”? A. I 
had forgotten all about that being in the power of attorney. 


Q. Do you remember why you people should guarantee the notes? A. No. 
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Q. Was there anything else you were getting out of it except the $10,000? 
A. No, nothing. 

Q. Are you aware that the notes were all endorsed without recourse against 
you? <A. I believe they were. 

Why was that change made? A. I do not know any reason for it at all. 
Did you ask for it? A. I don’t think we ever did. 

‘Travers just—? A. Did it himself. 

Let you off? A. Apparently so. 

Was this power of attorney drawn by the solicitor of the bank, either Mr. 
Urquhart or Mr. Hunter? A. My impression is it was. 

Mr. ComMMISsIoNER: Which of you gentlemen had experience before in 
launching a banking institution upon the world? -A. None of us except perhaps 
Mr. Smith. 

Q. What is his business? A. He was a banker. 

Q. Connected with that bank? A. He had managed, I think, a private 
bank; he had been manager of the Traders, and he had also conducted a private 
bank of his own. 

Q. Who advised you as to the proper rate of commission to pay the pero 
who procured subscriptions for the stock; how did you arrive at a figure of 10%? 
A. We had been trying five, and we found we could not get the stock at five, 80 
we raised it to ten. 

Q. You would not know much about that; who told you what you ought to 
pay in the first place? A. I suppose—Mr. Gallagher was also a bank manager. 

Q. What bank was he connected with? A. I think he was at one time a 


2LLeo 


- manager of the Sovereign. 


; Mr. Hoverns: I should like to ask you, you did not give me the name of 
_ the solicitor that you thought prepara! that power of attorney? A. I do not 
know. 

-. Q. You thought it was either one or the other ? A. Yes; probably Mr. 
ff{unter, I should think. 

Q. Were not the provisional directors to get a 10% commission themselves 

_ on what they sold in the way of stock? A. There was no understanding of that. 
Mr. Commissioner: Did any of you get any commission? A. I got a little 
- commission myself, and I think Mr. Fraser got some. 
Mr. Hopains: I thought there was a resolution about that? A. I do not 
_ think there was a resolution about it. 


The Commission adjourned at 1.30 p.m. to 2.30 this afternoon 


The Commission resumed at 2.30 p.m., March 19th, 1912, at Osgoode Hall, 


- Toronto. 


JOHN WATSON, of Listowel, sworn by— 


_ Mr. Hopnerns: Q. You were one of the provisional directors? A. Yes, 
slr. 5 

Q. And were an active member of the Board until the charter was disposed 
of, the Provisional Board? A. Yes. 
_ Q. Had you anything to do with getting up stock subscriptions? A. No, 
sir. | 

Q. Nothing at all? A. Nothing at all; I never sold a dollar’s worth of 
stock, nor asked a man to buy a dollar’s worth. 

Q. What is your business? A. JI am a brewer. 
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_ Q.. You remained, however, a provisional director for something like two 
years or more? A. From the start of the bank until the end; that is, so far as 
the provisional directors were concerned. 

Q. You attended the meetings? A. Some of them. 

Q. Throughout? <A. Pretty nearly all. 

Q. You were familiar with what was going on? A. Yes. 

Q. Were you familiar with those agreements that were produced this morn- 
ing of the 12th March, 1906, and 4th July, 1906? A. The 12th March agree- 
ment I did not sign. 


Q. Why not? A. Mr. Travers was a stranger to me, and the agreement 
had been signed by three members of the Board and I did not see that it made 
any difference whether I signed it or not, and I therefore did not sign it. 

Q. You lived in Listowel? A. Yes. 

Q. Was Travers known there? Not that I am aware of. 

Q. You did not know him at all? A. No, sir. 

Q. You did not agree then, do I understand that you did not agree, is that 
the reason you did not sign that agreement? A. I did not know anything about 
Mr. Travers at the time and I refused to sign the agreement. 

Q. Was your refusal based in any way on the fact that the agreement was 
unfair?. .A. -No. 

Q. Up to that time had you expended anything that would justify the 
arrangement to pay the expenses of the directors provided they had not exceeded 
$16,000? A. Had we expended anything? . 

Q. Yes; had you anything that would justify any such sum as that? <A. I 
think that sum there is too large. I think at the time, if I remember right, that 
the actual expenses up to that date were about eight or ten thousand dollars, but 
there were a few accounts that were unsettled, and that was Mr. Travers’ suggestion 
to make it $16,000. 

Q. And that, it was agreed, should be paid out of the funds of the bank, not 
by Travers personally. A. No, that was to be paid out of the receipts. 

Q. It says, “to be paid out of the funds of the bank.” A. Yes. 

Q. Was your objection to sign at all connected with that item? A. No, sir. 

Q. Was it connected with the fact that they were agreeing that Travers 
should be the General Manager, at a salary of $4,000 increasing and a pension? 
A. No objection to that; it was on account of Mr. Travers being a perfect stranger 
to me. 

Q. You overcame that objection, whatever it may be, in July? A. Yes. 

Q. And these other agreements are all signed by you? A. Yes. 

Q. Do you know anything, or did you know anything about the books at that 
time? <A. The books of the Bank? 

Q. Yes, the figures? A. Nothing any more than what was told to us from 
- time to time. 

Q. Who did you look to to tell you? A. Mr. Smith. 

Q. He was the original organizer, was he? A. Yes. 

Q. And he got youtocome on? A. Yes. 

Q. What do you know about the preparation of these July agreements, had 
you anything to do with the instructions for them? A. Not in the least. 

Q. Who presented them to you? A. They were presented at the Board 
meeting. 

Q. Had you been consulted as to the terms? <A. Not until they were laid 
on the table. 

Q. They all knew you had been objecting to sign a previous one? <A. Yes. 

Q. They did not consult you until they laid them on the table of the Board? 
A. At the meeting, yes. } 

Q. On the 4th July or thereabouts? A. Yes. 
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“Q. Did you read them? A. Yes. 

- Q: You are familiar then with the provisions? A. Yes. 

Q. And that.was to annul the 12th March agreement, to allow Travers to sell 
all the capital stock now unsold at par, anda premium over $500,000 and to allow 
him a-commission of 10% thereon for expenses of selling same, payable one-half 
_on the signing of the subscription and payment of deposit and the balance on allot- 
ment. Prior to that time the question of taking notes for the shares had come 
pro. As’ Yes, 

-Q. And you had an opinion upon it? <A. Yes. 

: Q. You were familiar with that? A. Yes, led to believe that the opinion 
of Messrs. Urquhart & MacGregor was thoroughly reliable and that we could do 
such a thing. 

_Q. Were you aware that this agreement of the 4th July required you to pay 
10% on the amount of the subscription irrespective of whether anything beyond 
the deposit was paid or not? A. That we were to pay. 

Mr. CoMMISSIONER: The Bank? A. Yes; the Bank, they were to pay 
Mr. Travers 10% on all stock sold; it did not seem to make any difference whether 
it was put in be note or cash, the full amount. 

Mr. Hopeins: He was to get his commission? A. Yes, the full amount. 

-Q. And out of the cash that came in? <A. Yes. 

Q. This also provided for his engagement as General Manager at an increased 
salary of $5,000 for the first year? A. Yes. 

Q. And also the pension which remained the same? A. That was his own 
suggestion. 

Q. The provision then as to the $20,000 was apparently changed? A. Yes. 

Q. Not only were the expenses to be paid out of the funds of the Bank, but 
this $20,000 to the Directors for their services was to be paid in the same way ? 
A. Well, when Mr. Travers came in there as Acting Manager or to be General Man- 
“ager, he said: “the amount of work you men have done for the last two years you 
should get $25,000 or $30,000 for it asa remuneration ” and, he says, “I will get a 
Board elected to pass that amount for you”. Now, the first agreement there was 
to go before the shareholders and if they confirmed that then we would get $20,000; 
if they did not confirm it we would not get anything. But some way or another 
the second agreement was changed after lunch and when I came in they said, Mr. 
Travers had agreed to assume the liability of the $20,000 and pay that money him- 
self if we would pay him $10,000 today on his commissions, that he would take the 
chance of getting it from the permanent Board or shareholders. 

Q. There was a meeting then before lunch and a meeting after lunch? A. 
Yes, one in the morning. 

- .Q. -That accounts for these two agreements? A. Yes, on the same day. 

Q. Did you think it was a proper thing to vote as Dan as $20,000 to the 
Directors out of the funds of the Bank before its organization? A. We were not 
doing that. 

Q. Whowere? A. Nobody that I know of. 

Q. You were signing an agreement that it was to be paid out of the funds of 
the Bank? A. Providing it was passed by the shareholders. 

Q. Did you think that that was fair? A. It was at Mr. Travers’ sugges- 
tion that it was done. 

Q. Had you any justification that you know of for you Directors claiming 
that amount? A. I don’t know as we had. . 

-Q.. Why did you sign the agreement? A. At Mr. Travers’ suggestion. 

Q. Did you think it was fair to the subscribers? A. If they passed the 
agreement why it was fair enough, for they then knew what they were doing. 

Q.. Did you ever see the stock subscriptions? A. No, sir. 

Q. Did you ever see the power of attorney? <A. Yes. 
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Q. Did you know that that power of attorney was to be used for voting at the 
meeting that the provisional directors were going to call to ratify, or rather to 
organize the bank? A. That it was to be used as a voting power? | 

Ou SYes eer Ale No vein, 

Q. What was your idea, who would ratify this, agree to pay it? A. The 
shareholders themselves. 

Q. The payment of Travers of his commission was not conditional on any — 
vote of the shareholders? A. No. 

Q. So that in any event you knew that he was to get that? A. Yes, sir. 

Q. But your payment of $20,000 was to be conditional on the vote of the 
shareholders? A. Yes; afterwards agreed to by— 

Q. So that after lunch apparently there was a change, and Travers agreed to 
accept your claim and take the responsibility of it? A. Yes. 

Q. And to pay the full $20,000? A. Yes. 

Q. Ido not see anything here as to the agreement that he was to be paid 
$10,000 on account of his commissions, was that a verbal understanding? A. Yes. 

Q. That is the real consideration for this second agreement, for his assuming 
the $20,000 he was to be paid $10,000 immediately? A. He said, “I will assume 
the $20,000 and take the chance of getting it from the shareholders, and if you 
will pay me $10,000 today I will pay you $10,000 on account of the amount due 
you out of my commission ”’. 

Q. So that you four or five directors and Mr. Travers became, from that time 
on, equally interested in having the shareholders confirm the payment of $20,000? 
A. It did not make any difference to me or to the other shareholders. 

Q. You could not get the balance of the $10,000 without confirmation? 
A. We did not get it. p 

Q. You could not get it without confirmation? A. We could have held 
Mr. Travers, I suppose; it was a personal matter with him, the way I looked at it. 

©. He became the only one you think interested in getting the confirmation ? 
A. Yes. 

Q. Did you know anything about his financial standing? A. No, sir. 

Q. Did you know he was worth $10,000? <A. No, sir. ° 

Q. You did not have much confidence in his assuming that, did you? A. 
I thought he would have lots more money coming to him through the sale of his 
stock and he would be gentleman enough to pay it. 

Q. You still intended however that it should -be confirmed at the share- 
holders’ meeting? A. We had nothing to do with that. 

Q. You received on the same day your share of that $10,000, I suppose—I 
suppose your signature is here? A. Yes, sir, I got $1,000. 

Q. $1,500 was it not? A. If the whole $20,000 had been paid I was to get 
$1,500. boy ie | 
Q. Only $10,000 was paid and you got how much that day? <A. $1,000. 

Q. Why did you get more than your share? A. JI don’t know. They just 
gave it to me, that was all. It was agreed I would get $1,000 that afternoon after 
dividing it up. | 

Q. Was that arrangement made before you signed the new agreement after 
lunch? <A. No, afterwards. 

Q. You settled later on, didn’t you, the balance? A. Yes, [ got $100. I 
was going past the Imperial Bank in Listowel one day and one of the clerks came 
out and called me in, and he says, “Ihe manager wants to see you,” and I went 
in and I asked him what it was, and he says, “We have a receipt here for you to 
sign and also a cheque, which I will give you when you sign the receipt, from Mr. 
Travers, in full settlement,” and so I took the $100 and signed the receipt. 


Q. The date of that would be July the following year? A. Yes, some- 
wheres about that time. 
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Q. Look at those two receipts and say if they are your receipts for $100, and 
also an order? <A. Yes. 

Q. The receipt is not dated, I see, but attached to it here—and perhaps you 
will tell me if they were signed the same day?.-.A’ I think so. - 

Q. Here is an order on Robertson & McLennan, dated 23rd July, 190%, to 
deliver to Travers an agreement lodged with them on or about the 4th day of July 

last? <A. Yes. 
, Q. Do you know what that agreement was? A. I do not know, I forget 
what that was. 

Q. Probably was this very agreement? A. I do not know which one it 
was; I know there was an agreement or some paper placed there in care of Robert- 
son & McLennan, in their charge, and what it contained I cannot tell you. 

Q. Mr. Robertson has been examined, and he says he does not know anything 
about what the document was? <A. I cannot tell you. 

Q. You cannot identify it? A. No. 

Q. Did you leave it with him? <A. No, sir. 

Q. Who did? A. I don’t know. 

Q. Why did you settle for $100; why did you not make your claim against 
him; did not the shareholders ratify it? A. I don’t know whether they did 
or not. : 

Receipt of John Watson for $100, with order on Robertson & McLennan to 
deliver to W. R. Travers Agreement, filed as Exniprr 16. 

Q. Were you at the first meeting of the shareholders, the organization meet- 
ing of the bank? A. In a way I was and in another way I was not. I came 

down to attend the meeting to see that everything so far as the provisional board 
was concerned was satisfactory to the shareholders, and when I went to the head 
office of the bank where the meeting was to be held Mr. Travers ordered me out, 
oe so, being a stranger in the city and not wanting to make any fuss, I left the 
place. 

Q. Explain why he ordered you out? A. Because I was not a shareholder. 

Q. How was that? I thought you had taken stock, hadn’t you? <A. No, 
sir, never had a dollar. | 

Q. Never subscribed for any? A. No, sir. 

Q. And acted as provisional director throughout ? A. Yes, I was told it 
was not necessary for me to take stock. 

Q. Had you been asked to take it? A. I told the party that asked me to 
go on the Board in the first place that I would not take any stock. I says, “If 
you want me on your Board you will have to have somebody who has stock, if it is 
required, to transfer it over to me”. 

Q. You had no financial interest in the matter from beginning to end? A. 


No, sir. 


Q. And you got $1,100? <A. Yes. 

Q. Is that all you got? A. I got my travelling expenses and director’s fees. 

Q. The directors’ fees that were paid to the provisional directors amount to 
$11,760; have you any idea how much you got out of that? A. About between 
three and four hundred dollars, I think. 
* Q. That would be all you got? A. Yes. 

Q. I suppose we can verify that from the books? A. Yes; that is as near 
as I can remember. 

Q. Who made the arrangement with Travers to sell the charterto him? A. 
{ could not tell you. 

Q. That was the idea, that he should take over the charter? A. I think so. 

Q. From the 4th July on your people had no substantial interest in it at all, 
had you? A. No, sir, no more than— 


Q. Travers and Travers’ sub-agents got the subscriptions taken up? A. Yes. 
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Q. And handled them, I suppose? <A. So far-as I know. oe A 

‘Q. Where was the money placed; had you anything to do with that? A. I 
never. handled any of the money at all. 

Q. Did you ever sign cheques? A. No, sir, nothing to do with the money 
at all. It was placed, I understood, with the bank, ‘the bank account was kept with 
the Traders Bank of Canada. : 

QO. You finally signed a power of attorney to Mr. Travers to endorse the 
notes? <A. Yes, sir. 

Q. Were you present at the meeting on October 8th at which that resolution 
was carried? .A. JI think I was there, I am not sure. 

OQ. You, 1 suppose, became aware before signing that it would be necessary 
to use those notes in obtaining money enough to make the deposit? A. I don’t 
know that I was aware of the fact of how he was going to raise the money before 
we had given him power of attorney, but as I understood the matter that it was 
legal for us to receive the notes for payment of stock that it must surely be legal 
for us to use them for the interest of the bank. J did not know how he was going 
to get the money or where from or anything about it. 

Q. The 8th October, 1906, I see, you are down as being present? A. Yes. 

Q. And the resolution I speak of: : 


“That the provisional directors execute a power of attorney to W. R. 
“Travers for the purpose of endorsing all notes in their names as provisional 
“directors, and of signing their names to a note or notes for the purpose of 
“raising funds to put up a deposit with the Government; and we authorize 
“the Secretary to hand over all notes to W. R. Travers for the said purpose.” 


f Who would have possession of those notes up to that time? A. I could not 
te you. | 

Q. Were they ever produced at any meeting of the provisional board of direc- 
tors? A. Not that I am aware of. 

Q. And you cannot speak as to their custom? A. No. 

Q. Did you know W. J. Lindsay? A. Yes, sir. 

Q. Had you been acquainted with him long ? A. About 25 years. 5 

Q. You knew he was.a stock seller? A. When I first knew him he was a 
commercial traveller. 

Q. What became of him after that; when did he he up stock. polling A. 
I did not know he was stock selling till he was selling for Mr. Travers. 

Q. When did you know he became connected with the organization of the 
bank? <A. After Mr. Travers’ engagement in March. 

Q. Then you knew that Mr. Lindsay was— A. Selling stock for Mr. 
Travers. . 

} Q. Who was the one, so far as you know, that was taking over from the pro- 
visional directors the charter ? A. The shareholders of the bank, that is what I 
understood. — 

Q. Who was going to supersede you popes Who was tobe the— A. To 
be the next board of directors? 

Q. Yes; was any arrangement made aout that? A. No arrangement, so 
far as I know or remember. ah 

Q. It was understood you all would drop out, wasit not? <A. I don’t know 
whether it was understood that way or not; there was nothing said to me. 

Q. At all avents, you were quite sure of it when you went to the meeting and 
were turned out? A. Yes, but before Hee T have a letter from Mr. Travers, but 
I have not got it with me— 

Q. Telling you that? A. Asking me to be a director. 

Q. And you declined? <A. Yes, sir. 
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Q. Was any one associated with Travers in March or in July when those 
agreements were made; they are made with him personally? A. They were 
made with him—do you mean anybody else in the room with him? 

Q. No, any one associated with him in the affair? A. No, they were all 
with Travers; so far as I know, the provisional board did not know anybody else 
in the transaction but W. R. Travers. 

Q. You mean you did not know any one was associated with him, you thought 
he was doing all of this? A. So far as the agreement was concerned. 

Q. Did you know that anybody else was associated with him in the matter, 
did you recognize Lindsay as one of his associates? A. No. 

Q. Oranyoneelse? A. No. © 

Q. Were you aware at the time when that resolution was passed on the 8th 
October of the amount of commissions that had been paid out by your co-directors ? 
A. No, I do not remember. 

Q. Would you have been surprised that that amounted to $21,000? A. I 
would not have been surprised. 

Mr. Commisstoner: I do not quite understand what the reason was of Mr. 
Travers treating you the way you say he did, had it anything to do with your refusal 
tc become a director? A. I don’t think so. | 

Q. Had you no words together, nothing to lead up? A. Mr. Travers and I 
we never had any words; while he did not take very kindly to me after I did not 
sign the agreement for a while, but the more I saw of the man the more favorably 
impressed I was with him, and Mr. Smith being a brother-in-law of mine, he had 
some feeling towards Smith, and I suppose he thought that probably I was there to 
try and spy and see what was going on and then carry the news to Mr, Smith; I had 
no intention of that at all. 

Qo. Phaters Mr.0.H. Smith? ~- “A. ~ Yes: 

Mr: Hoperns: Can you say where Mr. Smith is now? A. So far as I 
know I think he is in Vancouver. I have not had any communication with him 
since last November. . 


A. 8S. LOWN , Recalled by— 


Mr. Honeins: Q. In the accounts of the provisional directors I want to ask. 
you about an item which appears charged to you and that is an item of $560; is 
that any part of your fees, or is that a loan or what is it? A. No, it was mostly 
for travelling expenses. 

Q. It appears as a separate and distinct item quite apart from these items in 
the books, it seems to be carried through as a special item? A. It is made up I 
think of a number of small items, and I think it was mostly for travelling expenses: 
as far as I can remember. 

Q. The travelling expenses of the provisional directors are all charged up at 
the sum of $1,057, and their fee likewise, and so on, and then comes these items ;. 
furniture $327, and A. §. Lown $560—can you throw any light on that item? A. 
I was at Ottawa twice or three times, and I was a great number of places, and I 
think that $560 was allowed me for my time and my travelling expenses. 

Q. Why would it be charged in a separate account? A. I don’t know. 

Q. Are you able to say that does represent travelling expenses and it is not. 
included in the $1,057? A. The $1,057 would be travelling expenses of directors: 
to and from home, and this was separate travelling expenses. 

Q. Where to? <A. I was in Ottawa, Woodstock, Embro— 

Q. How would that differ from the travelling expenses of any other director? 
A. I don’t know why it was charged that way. 
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Mr. ComMIssIONER: What is the date of that? 

Mr. Hopeins: I don’t know, you can trace it up. . 

Mr. Commissioner: ‘The books will show that. A. I think it is made up of 
a number of small items. 

Q. Did it include your travelling expenses to Ottawa? A. I cannot just 
recollect off hand. I remember the matter came up before the Board of Directors 
and the item was passed. 

Q. You have a distinct recollection of the item? A. Yes. 

Q. That.it was passed for travelling expenses? A. I think for travelling 
expenses. 

Q. You were down, were you, in Ottawa, several times for the charter? A. 
Yes. 

Q. Were you down on the last occasion 1906? A. Yes. 

Q. Would it have included the expenses there? A. I don’t know what the 
last date of that— ; 

Q. I won’t spend any more time now; we may have Mr. Clarkson give us the 
details of that, and if it is of any importance I will get you to speak of it again. I 
thought you could tell me offhand. 


JOHN FERGUSON, Sworn, Examined by— 


Mr. Hoperns: Q. You have lived in Toronto and area physician? A. 37 
years I have lived in Toronto. 

Q. . And you were one of the original provisional directors? A. Yes, sir. 

Q. Who got you into the directorate? A. Through my acquaintance with 
Mr. Smith and Mr. Lown. 

Q. Had you any stock? <A. No, sir. 

Q. You never had any financial interest in the matter? A. As an incor- 
porator and provisional director only. 

Q. You had no financial interest init? A. I took no stock, although I may 
say here by explanation, it was intended I should have done so, but close to the end 
of our provisional work and nearing the time of calling the shareholders together 
Mr. Travers expressed to me his feeling in the matter that he thought if he got 
business men associated with him on the Board that it might perhaps be of better 
interest to him. I said “ Anything that will assist you most will suit me also.” 

Q. You had the intention? A. That was my intention at that time up till 
that conversation occurred, and that relieved me of becoming a subscriber and going 
op with him further. 

Q. During all this time since the incorporation until the end of 1906 you had 
never been asked to take any stock? A. Not further than that understanding 
with Mr. Travers that I should do so; just as the time came about when he then 
interjected this— 

Q. J understand that; did you know that your other provisional directors were 
in the same position that they had not taken stock? A. I think none of them 
had taken stock but Mr. Lown, and I think just a small amount he had. 

Q. Heis down asa pahecriber for one share? <A. Yes. 

Q. What was the modus operandi of getting stock subscribed for? A. That 
was done through Mr. Travers. 

Q. Before Travers came on the scene at all? A. Mr. Smith had disposed of 
a considerable amount of the shares of the bank and then subsequently we had a 
Mr: Beith, an old experienced banker with us for some time. I do not know how 
much was disposed of during his term, and then Mr. Travers came on and completed 
the organization. 


% 
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Q. Up to Mr. Travers coming on had Mr. Smith been paid a commission or 


was he on commission? A. Yes, he was receiving a commission. 


Q. What commission were you paying Mr. Smith? A. I think it is the 
same, speaking from memory, I think it is 10%. 

Q. During Mr. Smith’s time there were no notes taken for stock, were there? 
A. Not at that time. 

Q. It was all cash subscriptions? A. Payments of cash according to the 
terms of the subscription. | 

Q. No notes were accepted? A. No. 

Q. Who was the one who, so to speak, ran the matter for the provisional 
directors? A. ‘Travers almost solely— . 

Q. Before that? A. Mr. Smith, he would be the principal one. He was in 


the office. 


‘Q. Had you an office? <A. Yes. 

Q. Where was it? A. We had offices in rooms in the North American Life 
Building, King Street. 

Q. I thought you had an office at Aurora? <A. No. 
ae Q. There was a meeting held out there? A. No, office there, no meetings 

eld. | 
Q. You are familiar with the minutes, you know what occurred from time to 
time? <A. Generally so. 

Q. You came to the conclusion, you and the other directors that you could not 
putit through? A. I don’t know that we came to that conclusion, but we came to 
the conclusions that are minuted there. One resolution was that we would return 
such moneys as shareholders had paid and discontinued the effort. 

Q. That resolution was actually carried, was it not? <A. No, that did not 


_meet with the majority of the provisional directors. 


Q. You were the one who moved that? A. I moved that resolution. 

Q. But that was not acceptable? A. ‘The record is there, two to three. 

Q. I see that is on the 13th February, 1905, you moved, seconded by Mr. 
Fraser, that all moneys paid on shares now placed be returned and the expenses up to 
date be defrayed equally by the provisional directors—that was lost? A. Yes. 

Q. You moved, seconded by Mr. Fraser, that application be made to extend the 
time? A. Just so. : 

Q. After that had you success durirg the following year? A. Well, no. 
the success was not very great, there was still some stock being sold, but Mr. Beith 
did not seem to push it with marked success, and we arranged with Mr. Travers. 

Q. Am I right in saying that you had practically given up any idea that you 
could succeed in it when Mr, Travers came along? A. No, I do not think that 
was in our minds. because if we had not arranged with Mr. Travers there were 
several other very promising and experienced banking men whom we had in view 
as being able to take the matter over and succeed, but he impressed us favorably, 
and the arrangement was made with him. 

Q. That arrangement was in short to turn over the charter to him together 


with the benefit of the subscriptions? A. Turn over the organization of the com- 


pany to his hands so that we would co-operate with him as provisional directors, 
but he would do the work on a commission basis. 

Q. And he was to have the right to organize the bank as he thought well? 
A. Yes, as arranged in those agreements. They set forth the terms that we under- 
stood each other. 

Q. I don’t know that I need go over those with you; you were aware, I 
suppose, soon after Travers took hold that he was taking notes for the subscrip- 
tions? A. That became known to us, and we refused to accept them till we had 
legal opinion. 

Q. And you got legal opinion? <A. Yes. 


78 REPORT ‘OF COMMISSION 
3 GEORGE V., A. 1913 


Q. And thereafter you raised no objection? A. Oh no, we were guided by 

good legal opinion. 

Q. And that opinion was got shortly before the agreement of the Ath J uly? 

A. Yes, it was about that date, “shortly before. : 

~ QQ. Then it had been got I think between the 12th March and 14th July? 

A. Yes, it was close up to somewhere in the middle or latter part of a une that the 
note question came up. 

Q. Had that anything to do with eflateing the amount that was to be paid 
to the provisional directors? A. Not the slightest. There is here a point that 
has perhaps not been brought out as clearly as it ought to be and just as it should 
be; the agreement of the 12th March in which $16,000 is mentioned arose in this 
way: a certain amount had been expended, an unknown indebtedness probably. had 
been incurred by agents in the sale of stock of one way or another and Mr. Travers 
says, “now, give me some sum sufficiently large that will cover the disbursements 
of the provisional directors ”,—no emoluments for us whatever,—“ to cover your 
legitimate disbursements, and if it is too much it will be so much the better for 
me, because I will have less to pay out, but put it at some sum that you won’t have 
to come back to me for more”’, and that is the reason for that $16,000 being put in 
there. I think at that time, if my memory serves me, there were probably ten or' 
eleven thousand dollars, I don’t know exactly, that we had reasonable knowledge 
of having been expended and there might be something out that we did not know 
of, still incurred; that is the explanation of that $16,000. _ 

Q. He did not want you to come back to him for more? A. No: | 

Q. Why did you go back to him on the 4th July? A. We did not go back 
to him whatever; there was no connection. The first was a provision for disburse- 
ments; the other was provision for compensation to us, wholly different issues, and 
it was not raising the question:at all, it was not climbing up the ladder. 

Q. Excepting as a matter of figures! ? A. . It was not cembmig: up the ladder 
even as a matter of figures; they were two different questions. 

Q. $16,000 in the first instance and $20,000 plus all those expenses in the 
second? A. That is not the true position. The $16,000 was a provision for 
iegitimate disbursements, such as office rent, stationery, ee small commis- - 
sions and travelling expenses. 

Q. Directors’ fees? A. Not a cent whatever for ‘directo fees excepting 
some Board meetings that might have previously been attended were included as 
disbursements, but the other agreement was a specific provision outside of these 
office expenses for compensation to the provisional directors and to Mr. Smith. 

Q. You have a pretty good knowledge of it; what was the reason for the 
claims of compensation for $20,000 which had not been in the first agreement? 
A. There was nothing ‘in the first agreement for compensation at all; get that 
cleared away. This other was almost solely, as has been. stated already, Mr. 
Travers’ own suggestion. He said he was well acquainted with banking matters. 
and with organization of banks and provisional directors who had spent so much . 
iime as we had were entitled to compensation, and he mentioned twenty-five to 
thirty thousand dollars frequently as a reasonable sum to put in for that purpose. 

Q. He was buying the bank from you? A. Never mind, that was his sug- 
gestion. But here again let us be fair and make a statement or two; Mr. Smith 
was to have been an employee of the bank, he was giving up that position and 
relieving himself of that; he had an undertaking also for the sale of some stock for: 
a certain block of stock on which we would have made considerable money, and he 
was surrendering that over and which would go through Mr. Travers’ possession, 
and in lieu of that he was to get out of that amount $5,000. He was not a provi- 
sional director at all, but Mr. Travers was to protect him to that extent out of his - 
own emolument. : ee 

Q. That was.an additional payment beyond the $20, 000: 2? A. Not at allods 
was part of the $20,000. Pte meee. 
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. Q. But the $20,000 is specifically, I think, in the agreement for the benefit 
of the provisional directors? A. . Yes, but there is an agreement that $5, 000. of 
that was to go to Mr. Smith, $2,500 at the time and $2,500 later. 

Q. It was not with Travers? A. No, it was coming out of the fund just 
the same. i | 

Q. But it was not an agreement with Travers? A. Probably not. 

Q. He had to pay you? A. Yes. 

Q. You mean you were BEDS care of Smith? A. Yes, that was the 
ultimate distribution in that way. | 

Q. To the extent of $5,000? A. Exactly So. 

Q. You of course saw a pretty good thing in it when Travers made you the 
offer of twenty-five to thirty thousand dollars. A. Not at all, for the amount I 
received out of it I would not go through the same amount of trouble again for— 

~ Q: Iam putting it to you this way: it was generous for Travers to give you 
twenty-five or thirty thousand dollars for what you have done, you and the others, 
you did not regard it as a generous offer ? A. So far as I was personally con- 
cerned I did not. | 

'  Q. Then you must have divided up the sum in your own mind in order to 
judge that? A. How? 

~Q. You said, ‘so far as I am concerned it was not” ? A. So far as the 
amount coming to me was concerned I did not look upon it. 

Q. What was the amount? A. I got $1,500 out of that first division. 

Q. Was that arranged at the time Travers agreed or offered the $25,000 or 
$30,000? A. I do not know how far that er eaed was made with Mr. 
‘Travers. 

Q. What I aa to get at is this, see if I am right, I was suggesting it was a 
generous offer of Travers to give you people, who had practically failed in organizing 
the bank, twenty-five or thirty thousand dollars for your own work up to that date; 
I was going to ask you whether in view of that offer you, the provisional directors, 
did not agree to take care of Mr. Smith who was not.a provisional director, and did 
rot negotiate with him and get him to come in and agree, is that a fair statement? 
4.. He was not a provisional director, and for that reason he was not in the agree- 
ment. 

Q. But you could not carry through the agreement and hand things over to 
Travers unless Smith was settled with? A. Yes, because you see we were the 
provisional directors, we could bargain as we pleased; we were not held up by Smith 
in any way, but we felt it a proper thing to do. 

Q. I thought you said Mr. Smith had an agreement with you? A. Yes. 

Q. For a block of stock? A. Yes, and he was quite willing to surrender 
that and come in zs | 

Q. On getting $5,000? A. Well, no, he had two understandings; he had 
two conditions; first of all he was to get his permanent situation, and secondly 
had this arrangement for a block, and this was in lieu of that; this was all done 
as a matter of perfectly fair, frank conversation and discussed amongst us. 

Q. It was a matter which ultimately resulted in a bargain after talking it over? 

A. It did, ultimately it resulted in that agreement. 
Q. And the result of the agreement was that the provisional directors got Smith 
io agree to take so much in full of all his claims so that they could turn the thing 
ever to Travers? A. Well, of course, it gave Smith what we thought was justice, 
and out of that total sum of money— 

Q. Out of the money which was offered by Travers ? A. By Travers, out 
of Travers’ own income. 

Q. What had you done to justity your making that agreement on behalf of 
the provisional directors to get $20,000 for their services for two years? A. As 
far as I was concerned I attended the bank offices very, very frequently, not enly. 
meetings, but was in instant communication with those in charge of the work. 
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Q. Nothing more definite than that? A. I have no detail, I kept no minute, 
ue record personally of my visits to the bank offices, and conversations with them, 
- and seeing the’people and so on. 

What were the financial results of your efforts to the bank? A. Oh, well— 

Q. Did you produce any subscriptions? A. No, I took no subscriptions. 

Q. Did you get any commissions? <A. No. 

. What amount did you get out of this $20,000, or rather out of the $10,000 
that was paid? <A. $1,500. 

Q. Ail told? <A. Outside of the small amount off directors’ fees paid. 

Q. Did that include both your share of the $10,000 and the settlement for the 
balance of the $10,000? A. The settlement of the balance of $10,000 was in 
July of the following year, and was for $200. 

Q. It would be $1,700 you got? A. Yes. 

Q. What director’s fees did you get? A. Probably a couple to $300, I don’t 
know exactly from memory, it was a small amount. 

Q. $200, I see your receipt is dated June 19th, 1907? A. Yes, that is the 
settlement on the remaining one-half of the agreement. 

Q. Why did you settle in that way—allow me to put this to you; Travers had 
undertaken with you.in July that he would pay you $20,000? <A. Yes. 

Q. Irrespective of whether the bank sanctioned it or not? <A. Yes, he was 
to pay that out of his own. 

Q. He had succeeded in getting the bank up? <A. Yes. 

Q. And it was in a flourishing condition in June, 1907? <A. Yes. 

(J. And he was getting a salary of $5,000 a year? 2S Yeu. 

Q. What-was the reason for the settlement? A. I had met him occasionally, 
and in conversation he said he would like if I would, and he thought the rest would, 
be easy with him, he had difficulties and the disbursements had been somewhat heavy 
‘ jn one direction and another, and I wished him every success, and was quite satisfied 
to practically forgive my claim to him and settle for that amount. 

Q. I suppose you realized you had not any claim, you could not have enforced 
it? <A. I looked upon it as valid. 

Q. You all seem to have taken the view you had better take a few hundred 
dollars and get out? A. No, it was not scalping it because I thought I had no 
claim, but I wished Mr. Travers to succeed. He said he had had heavy expenses, and 
I was perfectly willing to assist him in every way. 

Q. Did you know what the expenses charged up as spent by the provisional 
directors were? A. Not from the books, I did not investigate the books. 

Q. Did you ever go over them to see? A. No, I did not add them up. 

Q. Did you know they amounted to $44,000? A. From the information 
furnished me from the books, about that. | 

Q. Did you know that that included the $10,000 which Travers was paid? A.. 
Yes. : 
Q. And which you and the other directors got back? A. Yes; that was 
included in the disbursements to Travers as a commission and then payment back 
to us. 

Q. Did you think that was fair to the in-coming shareholders, that arrange- 
ment you made that he should get the commission and pay it back to you? A. We 
did, otherwise we would not have entertained it for a moment; I thought*we were 
doing him a perfectly fair thing when we paid him a commission. 

Q. You did not realize the extent to which the expenditure had gone, did 
you? <A. We were assured by him it was not heavy for the promotion of a bank, 
about forty odd thousand dollars. 

Q. Were you astonished when Mr. Lo read out that Ee stating the 
expenses were $44,000? A. Oh, no.. 

Q. Did vou know that that included $11,000 odd of directors’ fees during 
that time? <A. That would include that $10,000 as well. 
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Q. . No it would not, would it? <A. There was no $11,000 directors’ fees in, 
addition to that $10,000. 

Q. You think not? <A. Positive. 

Q. It must either be in the one item or in the other, commissions or directors’ 
fees? A. I do not know how the $10,000 was entered up in the books, that I 
cannot tell you. 

Q. I understand you to say that either commissions or directors’ fees would 
include the $10,000? <A. Yes. 

Q. That would make $32,000 altogether, including thatsum? <A. No, no. 

Q.- Commissions are $21,000 and the directors’ fees $11,000? A. Yes, but 
not to us I mean. 

Q. Oh, no, you did not get any commissions? A. No, our directors’ fees 
were probably about $1,500 all told. 

Q. Outside the $10,000? A. Yes, making eleven or twelve thousand dollars 
total going to the directors. 

You do not know anything about the payment of any other sum to him 
on account of his commission, to Travers? A. Later on? 

Oo Negr= As. No, 

Q. Did you attend the organization meeting? A. No. You see I was not a 
shareholder, and I understood for that reason I could not attend, but there was 
unother reason; Mr. Gallagher, who was a provisional director at that moment was 
practically in a dying condition, and I with two other medical men were attending 
upon him that day. 

Q. Do you know anything about Travers borrowing from the Trusts & 
Guarantee Company? A. I knew he was raising money on the notes but I did 
not know where. 

Q. That was clearly understood by the provisional directors that he was 
doing that for the purpose of making a payment? A. He had told me so. 

Q. And you, of course, realized that it was you as provisional directors that 
had to make the deposit out of the moneys? A. We made the deposits. 

Q. You had to make the deposit out of the moneys, paid on account of the 
subscriptions? A. We had to receive money on the subscriptions. 

Q. Were you aware that he was not doing that, but was raising money outside, 


paying in money raised outside and not ‘money paid on the subscriptions? A. Yes, 


I knew he was using: those notes, but my understanding of the transaction was this, 
that a certain person made a note which we had accepted under legal advice. ‘That 
note was made to the provisional directors and endorsed over by him to deposit 
somewhere to get the money for these people we looked upon that as a perfectly 
legitimate transaction. 

Q. Did you realize that the list of shareholders to go in would have to show 
the amounts that each shareholder had paid upon those subscriptions? A. No. 

Q. That that list would have to go to the Department of Finance? A. No, 
I do not know that I knew that in those specific terms, but even if so they would 
get credit for the money that would come from the notes; the bank was ,not 
obligated in that transaction. 

Q. What bank? A. The Farmers Bank. 

Q. Obligated in what? A. In these notes. 

Q. Why not? A. Because the people made the notes to the provisional 


_ directors and the provisional directors turned the notes over to Mr. Travers. 


Q. Then you are familiar with the Bank Act, are you not? <A. I did not 
pay a very great deal of attention to it. 

Q. Who owned the notes that were given by these shareholders? A. They 
were made to the provisional directors. 

Q. Whose property were they? A. They were made to the provisional 
directors endorsed over to Mr. Travers. 
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Q. I did not ask that, whose property were they? 

Mr. COMMISSIONER: You are asking him perhaps a difficult question of law; 
he is not bound to answer. 

Mr. Hoperns: I did not mean to put it that way. A. My understanding 
was they were not the property of the bank. 

Q. Did you understand that your duties of provisional director were limited 
to receiving subscriptions and payments on account thereof? A. That is what it 
said, but I do not know that I or any one else can say what that means. 

You are not to be blamed for not knowing the law or otherwise, but did 
you know that the money which came in on the subscriptions was something to hold 
in trust, and that you could not deal with except under the Bank Act? A: Gen- 
erally, that would go for granted. 

Q. Did you regard the notes in the same way, as held by you in trust? A. 
We would regard the notes as received by us in trust for those people to be used in 
a proper way, and we believed— 

What way did these people authorize you to use the notes? A. They 
gave the notes to the provisional directors. 

Q. Is that correct, as a matter of fact, Dr. Ferguson? A. I think so. 

Q. Were they not payable to the Farmers Bank originally? A. There may 
have been a few of them that way, probably a few. 

Q. And were they sent back and made over again payable to the provisional 
directors? A. I believe some were, but what few I do not know. 

Q. From that on they were all taken to the provisional directors? A. Yes. 

Q. There is no doubt you knew they were from shareholders and subscribers ? 
A. We knew that. 

Q. You knew then you had no right to use them to raise money upon them? 
A. We did not know anything of the kind; we thought we had a perfect right; 
why should we not? 

Q. Why did you not raise money on them? A. Money was raised on them. 

Q. Why did you not? <A. Mr. Travers was managing the bank and we 
endorsed them over to him. | 

Q. Did you assume he was raising the money on those notes? A. Yes, he 
was getting money advanced on those notes. 

He was getting it for the purpose of the bank only? A. For the pur- 
pose of supplying for these people in payment on their shares. 

Q. He would have no warrant for saying he was borrowing personally upon 
those notes? A. Ido not know whether he says that or not. 

Q. Supposing he did, is that your understanding of it? A. I could not 
say; that might be a legal question that I have no means of answering. 

Q. You either knew they were handed over to him to do as he liked with or 
handed over to him for a specific purpose, which was it? A. To get money. 

- Q. And not to borrow money personally upon the notes for his own benefit? 
A. Certainly not for his own benefit but to apply it back to the credit of these 
people who had made the notes. 

Q. It was intended when you endorsed those over to enable him to raise 
money upon the notes for that purpose? A. Yes, he was to use the notes for that 
purpose. | 
Mr. COMMISSIONER: Do you know why it was that the change was made 
from making them payable to the provisional directors? A. Mr. Travers told me 
himself, “I have been legally advised this is the proper way to do; the bank is not 
authorized, it has not a Permanent Board, and if it could not in its own right nego- 
tiate its own notes, and if you will do it this way it will put it in a position that 
it is negotiable paper ” 


Q. When did on settle with Smith that he was to get the $5,000? A. 
That would be about the 4th of July, 1906. 
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Q. It appears that about the time that the certificate was being obtained from 
the Treasury Board, Smith was in Ottawa pressing a claim of $1,800, part salary 
and part commission ; from what you have already said I judged you ‘thought his 
claim had been settled in full? A. He was to get $5,000; he got $2,500 on that 
July date; then there would be $2,500 left to him out of the remaining $10,000; it 
might have arisen somewhere under that, that he was pressing for that $1,800, but 
on that I cannot give you any definite information. 

Q. Did he agree with you that he would give up all his claims against the 
bank for the $5,000 that you were providing he was to get? A. Yes, he was 
giving up his claims to any position in the employ of the bank, and also returning 
to the treasury the block of I think $100,000 of this stock that he had to sell. 

Q. Supposing he had sold stock on commission, and that salary was due to 
him, was that included at all? A. No, any commissions earned at that time, 
would not, I do not think. 

Q. Nor his salary? A. No, nor up to that date his salary. 

Q. It was simply those two items? A. Yes, of $100,000 of capital stock 
that he had a right to sell, and his prospective situation; just those two items. 

Q. Why was it important to get rid of his right to ‘sell that $100,000? A. 
Mr. Travers wished it; he said that he must have the absolute control so that “I 
can direct the whole thing and be absolute in control”. 


ALEXANDER FRASER, Sworn, Examined by— 


Mr. Hoperns: You were one of the provisional directors? A. Yes. 

You live in the City? <A. Yes. 

And were living herein 1906? <A. Yes. - 

Who got you into the bank? A. Dr. Ferguson suggested. 

An old friend of yours? A. Yes, my medical doctor. 

I suppose, however, he said to you to come on and you need not take any 
stock ? A. No. 

Was not he giving you his own medicine? - A. No, I think on that point 
it was the intention at the beginning of all the provisional directors to take some 
stock. 

Q. They had all the intention? A. But not till near the end to see what 
would be required in the final close up; I think that was the general understanding 
of the conversations regarding when we should take a little stock each. 

~ QQ. You never did any way? A. No. 

Q. So that you are another of those who had no financial eee in it? 
A. Yes. 

Q. During the two years you attended the board meetings, I suppose? A. 
Yes. . 

Q. And I suppose when these agreements came along, when you felt you had 
failed and the agreement came along and Travers offered this amount you regarded 
it as a good windfall? A. No, I would not like to put it that way. 

Q. You did not do any work? <A. Yes, I did a great deal. 

Q. You were paid commissions? <A. Not - the work—commissions were 
paid to me in connection with the selling of stock. 

Q. That is really all you did except attandind board meetings? A. Oh no. 

Q. Was not Mr. Smith the one who did the active management of the bank 
affairs? A. No, Mr. Smith did the outside work, the field work, and I.did the 
inside work for considerable time; I acted as secretary. : 


Q. You were paid for that as secretary? A. Nota hot 
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Q. Was there no salary at all? A. No, that was entirely gratuitous in 
view of the final settlement with the shareholders’ meeting. 

Q. The amount you got as commission was $800? A. That is wrong. 

Q. How far wrong? A. It is wrong by one-half. 

Q. Do you mean you had to pay sub-agents? A. That was on account of 
sub-agents. 

Q. You do not dispute the figure that you got $800, but you had to divide 
it up with some one else? A. No, I did not get the money; but I had to give 
a receipt for $800; the agents did not hand:in their commission with the money 
they sent in on payment of the stock; so that I did not get the money, but I gave 

a receipt for it, because I have their receipts for it. 
Q. I have the provisional Board’s ledger here, in which you are down for 
various items aggregating $800, how much did you get? A. I got $400. 

Q. Who got the balance? A. The agent in the field. 

Q. He had no bargain with the company? A. No; he had with me. 

Q. Or with the directors; you would be entitled to draw it upon the sub- 
scriptions, you would be bound to pay him one-half? A. Yes. 

That is what happened? A. That is not the way it was done, but to 
the same effect. 

Q. You only netted $400 out of $800? A. Yes; that was on account of 
Mr. Smith’s stock, and I acted for Mr. Smith’s stock. 

Q. What do you mean by on account of Mr. Smith’s stock? A. There was 
an agreement with Mr. Smith that he should have the right for the selling of so 
much stock, and he asked me to communicate with people that he thought might 
act with me in selling that stock. 

Q. However, whatever you did you got paid for, and Smith got paid for his? 
A. Smith had directly nothing to do with that himself; I reported to him, how- 
ever. 

Q. You know, of course, about these agreements? A. Yes. 

Q. You knew about them and signed them all? A. Yes. 

Q. How much did you get out of the $10,000? <A. $1,500. There is the © 
explanation there. I got a cheque for $3,000 out of the $10,000 and that cheque 
is on record, but that cheque was divided between Dr. Ferguson and myself equally. 

Q. Why was it necessary to do it that way? A. Because we did not expect 
any money that day, and it came on us by a surprise. 

Q. What? A. $10,000, and we had not settled what proportion ought 
fairly to go to each one, and we left the final adjustment for the second payment, 
which was expected. That also accounts for Mr. Watson— 

’ Q. You say it came on you of a sudden? A. Yes. | 

Q. Why should they make a cheque to you and not to Dr. Ferguson? A. 
There was no reason why that should not be done except that it was not done. 

Q. You were to get $3,500 out of the $20,000? <A. Yes. 

Q. So that your half of that would be $1,750? A. Yes. 

Q. How much did you get? A. I got $1,500 and $200 subsequently in 
oe of the second $10,000 which was settled for, as explained already by the 
others. 

Q. Dr. Ferguson is down for $3,500 out of the $20,000 and you are down for 
the same thing, making $7,000 in all, so $3,500 would be your share and his to- 
gether out of the $10,000? A. Yes. 

~ Q. Why did you not get that full share? A. I am not very clear as to 
that ; my impression is that we thought it would be rather large in proportion to 
what the others would get. 


Q. Who got the $500 that should have come to you and Dr. Ferguson? A. 
I think that part of that was given to Mr. Watson and part to Mr. Gallagher; they 
were under heavy expenses of travelling, and I think they put it that way them- 
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selves, until the final settlement; that would be the more decent thing to do at that 
time, to give them a little more. 

Q. I thought you said you had a claim fe your time? A. Yes, I acted for, 
I suppose, a year as secretary; practically for three or four days a week at noon | 
hour ; we had a regular office and a stenographer, and I carried on the correspond- 
ence with the people throughout the country, interesting them in the bank, and 
then I prepared the notices for the newspapers and advertisements, and did a good 
ceal of work, and I travelled ten or twelve times out of town. ‘These things were 
services that Dr. Ferguson thought were fully as valuable as those he gave; I 
thought his services were more valuable, and at this very disposal I suggested that 
he should have more than | should have. There was very good feeling in the whole 
matter. 

_ Q. I should think so, dividing oo this amount? A. That explains the dif- 
ference in the amounts paid. 

Q. I suppose it was Mr. ener that put it into your minds that you ought 
to be paid for your time; you had always intended to take stock and always in- 
tended to give your service for nothing in consideration of what the stock would be 
wore) HAS Ohno. 

On Lou always expected to have remuneration? A. Yes, from the share- 
holders. 

Q. Even before Mr. Travers had suggested it? A. Yes. 

Q. But you had not his exalted ideas of the amount? A. It was suggested 
to us several times that this bank would likely do for its provisional directors what 
other banks were said to do, that a certain amount of honorarium would be given 
to them for their trouble. 

Q. Dr. Ferguson seemed to indicate that Travers’ ideas were a good deal big- 
ger than his? A. So they were, and we reduced on that. 

Q. Youheld him down? A. Yes. 

Q. Do you mean to state you really told Travers you would not take the - 
amount he offered? A. We told him in plain terms, I remember perfectly well, 
1 was one of those who said to him that we did not think the bank could stand 
$30,000; that the expenses would be too high, and he said they would not be out 
of place at that figure, and he asked that instead of that they pay $20,000. 

Q. This was at the time that he was buying you people out and you were 
transferring things to him; when you were handing it over to him? A. I don’t 
think we handed anything over to him. 

Q. You gave him complete control? A. That was merely a matter of man- 
agement. 

Q. It makes Travers general manager, gives him the right to sell all the 
stock and gives him a pension; you knew you were handing that all over to him? 
A. No, I do not think that was handing him over anything beyond the fact he 


had that position. 


{ 

Q. What did you retain? A. We retained the right of doing the executive 
actions that we only could do. ; 

Q. Doing the work? <A. Doing the provisional directors’ work. 

Q. You just retained the privilege of doing the work, and he had all the 
profit? A. No, he did the work in the field; we did the work that was required 
by alloting stock and doing the work that legally could be done by the provisional 
directors, but he agreed and required that all the field work, the getting of stock 
and also the selecting of permanent directors should be placed in his hands, the 
first four only being subject to our approval. 

Q. He got the benefit of all you had taken up in the way of stock up to that 
time in cash; he was to have the benefit of that in organizing the bank? A. Ido 
not understand that. 


= 


86 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. If you had $100,000 subscribed and part paid up, he got the benefit of 
that and only had to fill up to $500,000? A. He could not touch any of that 
money for his organization. 

Q. But he was, so to speak, that far ahead? A. Yes. 

Q. Then he got any notes that were taken in the same way? A. I do not 
think so. | 

Q. Perhaps there were not any notes taken at that time, you might be right 
there; he got the right then to sell all the balance of the stock ? A. No. 

Q. The agreement says so? A. The agreement reserves to Smith and to 
Urquhart, Urquhart & McGregor certain blocks set forth. 

Q. That is the first agreement? A. Yes. 

Q. Iam speaking of the July agreement; that is the time when he came to 
you and offered you this $20,000? <A. Yes. 

Q. Really you had nothing left when.you made this deal with Travers—did 
you have anything you can think of left? “A. If you mean the responsibility we 
should be very welcome, but we have still, and I think it is set forth in the agree- 
ment to do our part to help him, and at any rate to do the part that was necessary 
_for him to do. 

Q. “The directors agreed to allow Travers to sell all the capital stock of the 
said bank which is now unsold, the first $500,000 of the capital stock at par, and 
the balance thereof at such a premium as may be decided upon up to the time at 
which the duties of the said provisional board cease, and to allow him a commission 
of 10% thereon for expenses of selling same...... and the said directors bind 
themselves to allot all the stock on the application of the party of the third part 
(Travers) and to make all legal calls thereon, ete”. Then the directors engaged 
him for five years at $5,000 a year increasing $1, 000 a year, and a pension of 
$1,500; and the literature, and so on, is to be paid by the bank, and it is to confirm 
all acts done by Travers and all accounts incurred by him as general manager up 
to the date of this agreement. Smith give up his rights under the agreement of the 
12th March and you get $20,000 and then, ‘ The said Travers to have full control 
of the office of the said bank and all the affairs pertaining to the organization there- 
of immediately after the signing of this agreement, and it is further agreed that 
until the organization of the bank all cheques are to be countersigned by him”. 
Don’t you think it can be fairly said that that meant you handed the whole thing 
over tohim? A. I do not think we at all thought that we renounced our respon- 
sibility as provisional directors. I think we understood by that, I am speaking for 
myself, but I think the others agree that I can speak for them, that we believed 
that was merely giving him full charge of the organizing of the bank. 

Q. Giving him the business end of it and you keeping the responsibility ? 
A. We kept what was necessary for us to do, which course was comparatively 
small providing the stock was sold. 

Q. Did you realize that responsibility right up to the end and down to the 
time when you handed the notes to him and endorsed them? A, Yes, 

Q. Did you understand thoroughly that money was borrowed on those notes 
to pay the deposit? A. No, I did not know personally of that at all. 

Q. But you understood that that was to be done, that that was the purpose 
of handing the notes over? A. I did not understand it that way. 

Q. Did not you read the resolution? A. Yes; the resolution reads dif- 
ferently in my mind now from what happened at the time; I understood it was 
merely discounting the notes for the makers. 

Q. The resolution anyway says, you hand them over to him for the purpose 
of raising this fund to go into the Receiver-General’s hands, you knew broadly 
speaking that was the idea? <A. Yes. 

Q. Was he doing that for the provisional directors? A. Yes, I suppose he 
was. 
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Q. You understood he was completing the organization for you? <A. For 
instance, the Receiver-General will not take notes; we regarded those notes as 
money, we were so advised, and the Receiver-General will not take notes, and we 
must then change it to money by discounting them and putting the money to the 
credit of the shareholders; but as a matter of fact I knew nothing until a year ago 
as to the transactions when the thing came out in Court, I had no idea. I wish to 
say in connection with the agreement and if I have no right to say you need not 
take it, but it has not been explained, today; but it may not be material. 

Q. Goon and tellus? A. The agreement of the 4th July arose from 
trouble between Mr. Smith and Mr. Travers; it was not one of the directors seeking 
at all, nor I believe of Travers. 


Mr. CoMMISSIONER: The first or second agreement or both? A. The first; 
I am willing to explain that as much as I can. The agreement of the 12th March 
when Mr. Travers came in left the field in the hands of three parties, Travers him- 
self, Smith and Urquhart, Urquhart & McGregor, each having large blocks of stock 
to sell, Urquhart, Urquhart & McGregor $100,000, Smith a great deal more, and 
Travers the remainder. Hach of these had their agents in the field under the con- 
trol of each of these three, and there was conflict in the field between their agents; 
Travers’ men would go to a place like Georgetown and Milton only to find that 
Smith’s men had canvassed the place, and the trip there was of no avail, it was too 
late; and Travers said, “I cannot sell the stock required if Smith is to come in 
with inefficient canvassers of the whole field’. We said: “ We have an agreement 
with Smith that is as valid as yours” and Smith refused to give it up. Urquhart, 
Urquhart & McGregor, when the difficulty was pointed out to them said, “ Now, 
we have sold through our agents pretty much all we expect to do, and we will do 
no more, so that we will be out of the field”. When we came together on the 4th 
July the date of this agreement, it was to compose—we had two things to do, to 
consider Urquhart, Urquhart & McGregor’s letter regarding the taking of notes 


_ for stock instead of cash, and to compose, if possible the differences between Mr. 


Smith’s and Mr. Travers’ agents. This brought a feeling between Mr. Smith and 
Mr. Travers, Travers claiming that he, as manager, thought that Smith was subor- 
dinate to him, and ought to take instructions from him, and Smith told him he 
should not, he was independent of him. We had a great deal of difficulty in getting 
the two together. The result was we said to Smith, “ You get out altogether, you 
are jeopardizing the success of organizing the bank”. ‘There was one time when 
we thought, Dr. Ferguson and myself, that we could not bring the bank through, 
and while we could out of our own means pay back to the shareholders the money 
expended we tried to do it, but we were overruled by our colleagues; that is the 
meaning of that minute where Dr. Ferguson moved and I seconded that we hand 
back the subscriptions to them. We felt anxious about the bank becoming a fact, 
and the expenditures which we thought we were perfectly legitimate in incurring, 
paying, should not become a debt on the shareholders. We then pressed Smith 
very much and said: “ Out of whatever will come to us as our amount we will see 
that you will be paid for your sacrifice of your contract in Travers’ favour”; that 
is the meaning of the first. Then after lunch hour Smith said, “I have no security, 
I have made a mistake”. We tried to get him to leave it as it was, because it was 
very hard to deal with Travers when he decided a thing, very hard to get him to 
re-open it. When we went back we said: “ Smith thinks he made a mistake, that 
he is not secured at all, that we may get nothing from the shareholders; if not, we 
fall to the ground also. Could not something be done to satisfy him ?” “ What 
does he want? Does he think the shareholders will throw you down for the 
service you have been giving or does he think I will” ? Out of that conversation 
came the second agreement in which Travers, independent of the shareholders, 
personally undertakes to pay $20,000 and to pay it out of his commissions. We 
thought he was legally entitled to his commission, and that the money coming to 
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him as commission was his money, and he says, “I will reimburse myself for that 
from the shareholders when they meet.”’? That was the whole story of the second 
agreement, and of the two agreements on the same day. | 

Q. That is not carried out by the documents; there are two agreements of the 
4th July, one made before and the other after lunch, suite TOPs AS Pes 

Q. The second one was for division, was it, a division up of the claim? A. 
No, the second one was transferring— 

Q. I see, the responsibility to him? A. Yes. 

ODid he stipulate you should pay him $10,000 in commission before he had 
agreed to the second agreement? A. No, that is what came unexpectedly on us. 
nN Q. The second agreement is the one ‘that bears the receipt at the bottom? 

Yes. 

Q. So that it evidently was not considered when the first agreement of the 
morning was considered? A. No, it was not. 

Q. Is it part of this agreement that he would agree to assume that if you 
paid him the $10,000? A. No. That-was an after thought of his own. 

Q. J understood Dr. Ferguson to put it that way— 

Mr. COMMISSIONER: That is not quite the way he put it; if he got payment 
of $10,000 in cash on account of his commission, he would turn it over to them on 
account of the $20,000. 

Mr. Hopeins: Just give us your view? <A. I think Travers was realizing 
at that time that he was meeting with difficulties he did not expect; he certainly 
brought to the provisional board a splendid list of substantial men, and we believed 
that those men were behind him, genuinely behind him, and we thought that that 
would guarantee his success. 

Q. Your idea is there was first the agreement ae lunch? <A. Yes. 

Q. And secondly there was the agreement after lunch by which Travers took 
-the burden? <A. Yes. 

Q. And after that as an after thought he said give me $10,000 out of my com- 
missions and I will give you $10,000—is that significant? A. Yes, but the motive 
is not there. Mr. Travers wanted that money paid to him that day anyway; 1t was 
cue to him anyway, and more; he said there were thirteen or fourteen * housand 
dollars due to him that day, and he said he wished to pay out of that, and the 
money would have gone to him that day whether the money would have come to us 
or not. 

Q. Did you make any investigation that day as to whether the $10,000 was 
duetohim? A. Yes. 

Q. What investigation did you make? A. We asked Mr. Smith who was 
the bookkeeper. 
ie ~ Did you know at that time that Travers was taking notes for the stock? 

5 CBs 

Q. You had been advised only that day I think you said it was legal? A. 
That the advice was considered only that day; we had it a day or two before but 
not all of us. 

Q. Then you tie that? * A. Yes: 

Q. You say you investigated through Smith, asked Smith about the sub- 
scriptions? <A. Yes. 

Q. Did you consider you were bound to pay him over $10,000 on those deferred 
subscriptions, those notes? A. We did not consider that as deferred subscriptions ; 
we considered them as genuine subscriptions. 

Q. But deferred, they had not been paid in cash? A. Yes, that is so. 

Q. Did you know the terms of them, did you know how long they ran? A. 
No, I never saw any of the notes. 

Q. Did you take up any position with regard to that? A. No. 

Q. Travers on the one hand was offering to guarantee you practically this 
$20,000 if you made this agreement and got Smith into line? A. Yes. 
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go. Thetis right? .°A: > Yes. 
Q. When he said “I will pay you this on account if you give me this $10,000 ”, 
was that an after thought and after the agreement was signed? A. Yes, that was 


an after thought of Travers. 


Q. The provisional directors paid him then on the spot, on the same day, 
without considering the question as to their liability? A. I do not understand 
that point. 

-Q. You did not go into the question as to whether you were bound to pay him 
on the amount secured by these notes? A. We understood all along that we were 
bound to pay him commission on all stock, because he had to pay his men in the 
field. 

~  Q. You had up to that date a doubt in your mind as to whether they had a 
legal right to take notes? <A. Yes. 

Q. Then the legal difficulty was removed? A. Yes. 

Q. Did you consider the point or were you advised in any way as to whether 
you were bound to pay him the whole commission on the whole subscription on the 
amounts deferred? A. No, we did not doubt. 

oe Oe itersaid..“.Y ot pay that to me and I will hand it back to you eavaie: (eae @5-F 
that was done but not in that way. 

Q. You may be quite right in putting it that way; it looks as if another inter- 
pretation might be put upon it; you put the interpretation on that it was a per- 
fectly natural and reasonable arrangement? A. We had no doubt at the time 
that we had to pay the full commission to Travers and to any other agent for stock 
accepted by the provisional Board. 

Mr. Commissioner: Whether it was paid either wholy in cash or not? A. 
Yes. 

Mr. Hopetns: Had you accepted those as subscriptions on that day—your 
minute shows that? A. Yes. 

_ Q. You do say you had accepted subscriptions on which he would be bound to 
get $10,000 from the 12th March to the 4th July? A. I do not know that I' 
understand. 

Q. I want to know whether you knew that you were legally bound to pay thie 


| $10,000 that day—had you approved and accepted the subscriptions? A. I do not 


think we went into the matter in that way so minutely as that. 

©. What do you mean by saying you knew you had to pay him? 

Mr. ComMissionER: He knew, he said they owed him $14,000? A. We 
asked Mr. Smith, who kept Travers’ account, how much weowed Travers on account 
of commissions up to date, and he said somewhere between $13,000 and $14,000; it 
was two or three thousand dollars more than the ten thousand dollars. 

Mr. Hoperns: I quite understand you taking his word for it; did you take 
anything else? A. No. 

Q. Can you say whether you had approved of subscriptions up to that time 
taken by Travers? A. Of course the inference is if not we would not owe him 
that commission, but Mr. Smith kept the books. 

Q. What had the course been with regard to Travers’ subscriptions, those he 
bioughtin? <A. That is before the 4th July? 

Q. Yes? A. I am not familiar with that; after Travers came in I merely 
attended the formal meetings that were called and knew very little about the details 
of the work or the office. 

Q. You want us to accept the statement that this money was properly due 
to Travers and I am only asking you to ascertain what steps you took to verify that; 
can you tell me between the 12th March, 1906, and 4th July, what the course of the 
Board was with regard to Travers’ subscriptions ? A. I cannot. 


Q. The minutes will show that? A. Yes, the minutes will show. 
Q. Had you seen these notes? A. No. 
Q. ' Had you seen a list of the names? A. No. 
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Q. Did you know any of them were not good? <A. No. 

Q. Did you know anything about them? A. No. 

Mr. Commissioner: As I understand you the early agreement was one by 
which you were to receive a certain sum when it was voted by the bank? A. Ido 
_ not understand. 

Q. The provisional directors were to receive the sum stated in the earlier 
agreement of the 4th of July on vote of the shareholders giving it to you? A. Yes. 

Q. As I understand Smith, although he had at first assented, feared that the 
vote might not be favourable, and so he would lose his money? A. Yes. 

Q. And it was in consequence of that that the arrangement was changed into 
one by which Travers took the risk of the shareholders confirming, and he agreed to 
pay you $20,000? <A. Yes. 

Q. You agreeing to pay out of it $5,000 to Smith? A. Yes. 

Q. What did you understand was the course, or did you know ae about 
that with regard to crediting to Travers or Smith or anybody else who was selling 
stock his commission, when was that commission credited, or did you know anything 
about that? A. Not definitely perhaps to answer, but I believe the books will show. 
They ought to show that there was so much credit at the time of the subscription, 
and then so much at the time of allotment. | 

Q. What do you mean? A. That is to say that the agent could retain a 
portion instead of remitting it. 

Q. Explain a little more fully what you meant by your statement as to your 
understanding with regard to the notes that were discounted ; what was your under- 
standing of that, that is the subscribers notes that were discounted; what did you 
understand was being done with those notes? A. I understand it this way— . 

Q. What did you understand at the time? A. That the notes were kept to 
the credit of the subscribers until the bank opened and after the bank opened that . 
it would proceed to use those notes as part of its business, that is to collect them, the 
bank itself. 

Q. You are not grasping what I mean to ask; You were asked about the dis- 
ceunt of these notes in order to raise the balance required. A. That is at the time 
of the power of attorney? 

Q. Yes, what was your understanding as to how this money was being raised ? 
A. I understood that the notes were to be discounted, probably in a bank or 
wherever they could be properly discounted, on behalf of the subscriber, who gave 
his note instead of cash, and we were utilizing his note instead of cash for him. 

Q. And the proceeds? A. The proceeds would go to the Traders Bank to 
the credit of the Farmers Bank to be ultimately sent to Ottawa with the deposit. 

Q. To whose credit would go the proceeds of the discount in the books of the 
provisional directors? A. To the bank’s credit, the same as if the notes were 
cash; the cash was deposited in the bank to the Traders Bank. 

Q. You are not understanding my question; a man owed $100 less 10% he 
had paid; he had given his note for the balance, who would get the benefit in the 
books of the bank of the monies raised by the discount of his note? A. I do not 
understand. 

Q. You said the notes were discounted for behoof, as you Scotchmen would 
sey, for the makers? <A. Yes. 

Q. How was the money to be treated as you understood it? A. The money 
would be deposited on the books of the Farmers Bank; I never thought of that 
before. 

Q. You had not considered that? A. No, but I suppose it would have to 
take the place of the note. 

Q. You do not know how the accounts were kept between subscribers and 
the bank or the provisional directors? A. No. 
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Mr. Hopeins: Did you know anything about what was to be done with the 
notes after the money had been raised on them and when they came back? A. 
No, I did not. 

Q. You do not know what was actually done with them? A. No. Mr. 
Travers, I may say, in his Police Court evidence said that he thought that I was 
one of those who knew that, but as a matter of fact I had not spoken to him for 
six or seven weeks before; I did not know at all about them. 


The Commission adjourned at 4.30 p.m. to 11 a.m. to-morrow. 


‘The Commission resumed its sittings at 11 a.m., March 20th, 1912, at Osgoode 


Hall. 


ALEXANDER FRASER, recalled. 


Mr. Hoperns: I just want to ask you a question which was suggested to me 
by going over the provisional ledger again; I asked you about the amount of direc- 
tors’ fees, and you said the $11,750 included the $10,000? A. I do not know 
about that. 

Mr. CoMMISSIONER: It was Dr. Ferguson said that. 

Mr. Hopeins: I thought it was Mr. Fraser that I asked about that? A. No. 

Q. Are you aware, we discussed yesterday that $10,000 payment and the fact 
that it was taken out of commissions? <A. Yes. 

Q. Did you know at all that was charged in as part of the directors’ fees? A. 
Only what came out in the Police Court investigation. 

Q. You do not know personally then about that? <A. No. 


JAMES G. FITZGIBBON, recalled by— 


Mr. Hopeins: You were employed in the Farmers Bank? A. Yes, sir. 

Q. From the beginning, pretty well? A. From the 19th NO ides 1906. 

Q. You joined in what capacity? A. I was chief accountant. 

Q. Would that be next to the general manager? A. Practically, at that 
time, yes. 

Q. You had been a banker of experience before? A. Yes. 

Q. For how many years? A. I was about 20 years in actual chartered 
banking, and some years in private banking. 

Q. You filled positions of importance and knew thoroughly the working of 
a bank? <A. Yes, the details. 

Q. And the entries that would be made and how bank books are kept? A. 
Yes. 

Q. And what they mean? A. Yes, 

Q. You took up your duties about the 19th November? A. Yes. 

Q. What did they consist of, speaking generally? A. The first work I 
undertook was making up the list of subscriptions in order to prepare for the 
organization meeting on the 26th November. 

Q. When was the organization meeting? A. I think it was the 26th 
November. 

Q. Did you make up that list in writing or typewriting or how? A. It 
was typewritten. 
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Q. Tell me if you recognize that list as the original list? A, That is a 
carbon copy of the original list that was filed at Ottawa, so far as I can judge from 
the fact that the totals are carried forward afterward on the machine itself. 

List of ‘subscriptions filed at Ottawa, marked as EXHIBIT 17. 

Q. That you recognize (Exhibit 17)? A. That was a carbon copy of the 
original list. 

Q. Do you know anything about that figuring attached to it there on that 
little green leaf? A. No, sir; they are not my figures. 

Q. You do not know anything about that? A. No. 

Q. You know this was the document used in the County Judge’s Criminal 
Court and in the Police Court? <A. Yes. 

Q. You were giving evidence? A. Yes. 

Q. You know this was the document used? <A. I do not think that was 
submitted to me at that time. 

Q. Tell me about the preparation of this list, how you came to prepare it or 
where you got this information? A. From the stock subscription book, where the 
subscriptions were entered as they came in. 

Q. Can you tell me what that contained? A. It contained the application 
for stock in the order in which they came in, apparently. They were all taken in 
before I joined the service. 

Q. Would you look at that and tell me if that is it? A. That is the book. 

Stock subscription book filed as Exursit 18. ; 

Q. Look at that book, Exhibit 18, and tell me if that is the book from which 
you made up the list? <A. Yes, sir. 

Q. Are these entries in that—I notice cancellations there; were those there at 
the time or have they been put in since? A. Some of them were in at the time. 

Q. That would give you information as to the subscriber, his residence and 
address, number of shares. A. Yes, and the amount of the shares. 

Q. This list contains that information and also contains the amount paid; 
what book did you go to for that? A. That was taken from an alphabetical 
arrangement of the subscriptions in which the payments were entered from time to 
time as they were made. 

Q. A book of the bank? <A. Yes. 

Q. Where would that be? A. It was in the hands of the liquidator. Here 
it is, this large book. 

Large stock subscription book, alphabetically arranged, filed as Exutsit 19. 

Q. “This was an alphabetical list? A. Yes. 

Q. Under whose instructions did you prepare the list? A. The general 
manager’s, Mr. Travers. ; 

Q. However, you had access to those two books? A. Yes. 

Q. Did you take the items in that list from that book? A. The most of 
them, yes. 

Q. What items did not come from that book? A. When the notes that were 
referred to yesterday were discounted and the cash received from them the proceeds 
vere spread on some of the stock subscriptions for which the notes were held. 

Q. That is, when you were making up the list? A. Yes. 

Q. When were the notes discounted? A. I could not say; it was before my 
joining the service. 

Q. Before the 19th November? A. Yes, I presume so. 

Q. Then were the notes in the book, Exhibit 19, the stock subscription book, 
showing payments? A. No, sir; not to my knowledge. 

Q. Where did you get that information? A. I had a list of the notes that 
had been hypothecated. 


Q. From whom did you get that? A. From Mr. Travers. 
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Q. How did you go about, then, making the allocation of payments with 
regard to those notes? A. So far as I remember, the then president of the bank 
and Mr. Travers and myself went over them, and they knew who the farmers were 
who had given the notes, and they instructed me as to how to make the entries. 

Q. Did they put that on any list for you? A. No, I jotted it down as I 
went along how much to put on each note. 

Q. They had a list of the notes, you say? A. Yes. 

Q. Did you see that? A. Yes. 

Q. Had that before you? A. Yes. 

Q. The notes, you say the list of which you had, did they go over that? A. 
Yes, I think they did. 

Q. Who named the figure for each one to put down? A. That is more 
than I can say at this time. 

Q. Who was the president you alluded to? A. Dr. Beattie Nesbitt. 

Q. Then Beattie Nesbitt, Travers and yourself went over the list and made 
up the list of payment? A. Yes, sir. 

Q. You are familiar with Exhibit 16, are you not? <A. Yes, sir. 

Q. You are quite aware that in that there are payments credited to people 
as being paid which have neither paid nor given notes? <A. Yes. 

Q. What you have told us about going over the lists and putting down what 


was stated or agreed upon as to those who had given notes, of course, would not 


apply to the other payments that had been put down? A. No. 

Q. How were those figures arrived at? A. I was instructed to place so 
much on those subscriptions. 

Q. Did you realize what you were doing? A. I do not say that I did 
thoroughly at that time. 

Q. Ido not understand you? A. I do not think I realized it at the time; 


1 do now, of course. 


Q. Did you know what the purpose of the list was? A. Yes. 

Q. And what was it you did not realize? A. I did not—Mr. Travers had 
said that he could pay up the stock list from monies that he had received, and he 
assumed all responsibility in the matter. : 

Q. And you had just joined the bank? A. Yes, I had just joined. 

Q. One illustration will do I think just as well as a dozen; I will call Mr. 
W. J. Lindsay in a little while; do you remember a subscription of his? A. Yes. 

Q. Foralargeamount? A. Yes. 

Q. How much was it? <A. 500 shares. 

Q. There was no note in the case? <A. No. 

Q. How much was put down and paid by him, do you remember? A. I 


_ think about $3,800, if I remember rightly. 
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Q. At all events, you put an amount opposite that for which there was no 
note? <A. Yes. 

Q. And there had been no payments? <A. No. 

Q. When was his subscription for that amount actually made? <A. I could 
not say. 

Q. When did you see his subscription? A. Shortly after I went; I could 
not say exactly what day. 

Q. Did you see it in either of the books that have been put in as Exhibits ? 

Mr. ComMMISSIONER: ‘That is not as this document shows it is, $500 paid. 

Mr. Hoperns: I want to look up here and see what explanation he has. 

Mr. CoMMISSIONER: You see his name is there, $500? A. I think you 
will find that was for fifty shares, $5,000; I think you will find the other near the 
end of this list. (Exhibit 17). Here it is: 500 shares; there is $5,000 marked as 
being paid. 
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Mr. Hoperns: What does that letter “ W” in pencil opposite it mean? A. 
ft could not say. 

Q.. Was thai on it when you finished the list? A. No, sir. 

Q. You put down this $500 in the way you have mentioned? <A. Yes. 

Q. You said about $3,800 was credited? A. I did not remember just 
exactly the amount. 

Q. Looking at the list? A. I would say five thousand. 

Mr. CoMMIsSIONER: $5,500 in the two places? A. Yes, in the two sub- 
scriptions that is on 550 shares all told. 

Mr. Hoperns: I have a list of those that were treated in that manner. Per- 
haps you can say, looking over, whether this would show you the numbers that 
were treated in that; I suppose you could verify that by carefully going over these 
books, but you may remember some of them, and if so I will put in the list and 
prove it later by Mr. Clarkson? <A. Yes, I should say that that was a fairly cor- 
rect list, so far as I can say. There are one or two names there that I do not 
recognize, but : am quite prepared to take Mr. Clarkson’s figures because we have 

one— 
2 Q. Beenie you have gone over them with him? A. I know he has gone 
into it very closely. 

Mr. CoMMISSIONER: Do not let us trouble with that. 

Mr. Hoperns: May I put in a copy of this list, subject to Mr. Clarkson’s 
evidence. 

Mr. CoMMIsSIONER: You had better wait for Mr. Clarkson’s evidence. 

Mr. Hopeins: Well, the total of those amounts to seventy-five thousand nine 
hundred and ninety-five dollars? A. Yes. 

Q. That would be about correct? A. I think so. 

Q. Taking the larger ones, who was T. Cox, did you know him at all? A. 
He was a farmer out in Halton County; we had a note for the full amount of that. 

Q. W. B. Nesbitt, would be Dr. Beattie Nesbitt? A. Yes. 

Q. G. Denoon was one of the directors, was he not; became a director after- 
wards? <A. No, sir; he was a Halton County farmer; he was one of Mr. Laid- 
law’s clients in the action, if I remember rightly. 

Q. That was the way in which the list was completed? A. Yes, sir. 

Q. Can you say at all just about when you completed it in that way? A. 
Jt was completed in time for the organization meeting on the 26th of November. 

Q. You joined the bank on the 19th, and the organization meeting was on the 
26th, and it was prepared between those two dates? A. Yes, sir. 

Q. Who knew, outside yourself and Mr. Travers and Dr. Beattie Nesbitt, the 
way in which that list was being prepared in that way? A. I do not know of 
anybody except the bank’s solicitor, Mr. Hunter; J think he was there at different 
times while it was done. 

Q. Am I right in saying that the list consists, as far as the payments are con- 
cerned, of three classes: one correctly taken from the bank books where payments 
were made? A. Yes, sir. 

Q. Second, where there were notes made, certain amounts credited to these 
shareholders who had given notes, who had not paid money? <A. Yes. 

Q. And, thirdly, this seventy-five thousand dollars-odd spread over those who 
had not paid anything? A. That seventy-five thousand dollars included a very 
large number of those that we had actually notes for. 

Q. How many, outside of that $75,000, would have credits here for notes— 

_ Mr. Commissioner: Included in it? A. Included in the $75,000 are those 
who had given notes in full or in part. 

Mr. Hoperns: All those who had given notes snarled A. Not all, but 
all that were considered good; there were some notes that were not used at all and 
they were collected after the bank’s organization. 


FARMERS BANK INQUIRY 95 


j : 
4 


- SESSIONAL PAPER No. 153a 


Q. Taking this list, does that $75,000 include all those payments that were 
incorrect, either because no payments had been made or because they had given 
- notes instead of paying? <A. Yes. 

Q. Then outside of the $75,000, was the list correct? A. Yes. 

Q. Quite correct? A. I think so. 

Q. We will have to verify that; I just want to get your view of it; I must 
say I understood it differently? A. Of course, some of the money that was bor- 
rowed to pay up the capital was spread on stock upon which no payments had been 
made. : 

Q. There was $100,000 borrowed, you know? A. Yes. 

Q. And this only accounts for $75,000? A. Yes. 

Q. What about the other $25,000? A. I do not know; I could not say any- 
_ thing about that. 

4 Q. Was this list certified to by you? A. No, sir. 

Q. Who did you give it to? To Mr. Travers. 

Q. You were responsible for the figures in it and the additions, I suppose? 
eA. Yes. 

4 Q. And it corresponds with the list put in to the Government? A. So far 
as I know. 

_ Q. That, you knew, was the purpose of getting it up? A. Yes. 

Q. You did not go to Ottawa? <A. No, sir. 
Q. Who did? A. Mr. Travers, so far as I know, and I do not know posi- 

- tively whether Mr. Hunter went with him or not. 

| Q. Do you know when they went down? A. I think Mr. Travers went 
- down on the night of the organization meeting, on the 26th or 27th November; 
_ I could not say positively as to the date; I think they went down immediately after 
_ the organization meeting. 

J Q. The organization meeting was on the 26th; the declaration is sworn in 
- Toronto on the 27th, so that they were evidently here on the 27th; probably they 
went down on the night of the 27th, shortly after the meeting? A. Yes. 

Q. Did you have anything to do with the declaration which was pub in? week, 
No, sir. 

Q. Did you ever see it? A. No, sir. . 

Q. Who drewit? A. I could not say. 

Q. It was not drawn in the bank there? A. Not to my knowledge. 

7 Q. Do you know what instructions were given about it and who got them? 
A. No, sir. 

Q. At all events, you were not asked to take any part init? A. No, sir. 
Q. Had you any interview with Mr. Hunter, as solicitor for the bank, in con- 
nection with the drawing of the application? A. No. 

Q. Am I right in assuming that you made any objection? A. I questioned 
the matter once and was told that it was perfectly justifiable to turn the notes into 
- cash and apply them on the stock. 

Q. Who did you make the objection to? A. To Mr. Travers. 

. And was it he who told you that? A. Both he and Mr. Hunter, I 
think, said that if they got the cash for the notes they could apply them on the 
stock. 

Q. I would like to know about that; you have been examined several times 
already, and you probably know what you "have stated; what was your objection 

and who satisfied it, if it was satisfied? A. It was between Mr. Hunter and Mr. 
Travers, they satisfied me. I made inquiries outside as to the feasibility of taking 
notes for stock and discounting and applying them on the stock and found that it 
had been done in previous cases. 


Q. You did not say that on your previous examinations? Ba _ No, the ques- 
. tions were not put to me in such a way as to draw it out. 
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Q. Inside the bank was Travers the only one who satisfied your objection ? 
A. No, I think Mr. Hunter assisted-in satisfying me. 

Q. Was he called in because of your objection? A. Not that I would swear 
to. 

Q. How did it come up before him? A. That is more than I can say. 

Q. At all events you said before in the examination in the Watson case that 
you were present when this list was got up and did the clerical work, and that 
“Dr. Beattie Nesbitt part of the time and our solicitor upon whose advice we were 
advised ”’. 

Q. “Mr.-Hunter? A. Yes, he advised us Mr. Travers had the right or the 
privilege to pay up any subscriptions he wished”. Was that advice before the list 
was completed in the way you speak of? A. Yes. 

Q. When did you see Mr. Hunter again after he went away as we understand 
to Ottawa? A. I do not remember the exact date; it would be the date of the 
letter I wrote to Mr. Travers, and that was the 29th November or the 30th Novem- 
ber, while Mr. Travers was in Ottawa. 

Q. The letter is dated the 29th November? A. Yes. 

Q. And it says Mr. Hunter had arrived or called this morning? A. Called 
this morning. 

Q. What was the purpose of his calling so far as he expressed himself? A. 
He wanted to look over the applications for stock as he said the Finance Minister 
might call for them and he would like to look at them to see that they were all in 
order. 

Q. What was it that you showed him, the original subscriptions? A. Yes, 
the original subscriptions we had them all on the file alphabetically arranged. 

Q. Those subscriptions did not accord, did they, in terms with the promissory 
notes that were given; was not the stock subscription and agreement to pay in all 
cases $5 a share and $15 per share upon allotment and eight equal monthly pay- 
ments? A. Yes, sir. 

Q. And did the notes differ from that? A. They did in this fact that 
they were for the full amount of the subscription. However, if I remember 
rightly they were taken along before I joined the service, some of them were for a 
year. 

Mr. CoMMISSIONER: That does not accord with this form in this stock sub- 
scription book. Here it is $10 on signing and $20 on allotment, and seven pay 
ments of $10. 

Mr.. Hopeins: They appear to have used different ones in 1905 from what 
they did in 1906? A. Yes, that was before Mr. Travers took hold of it; the 
previous organizers had their own forms. 

Q. At all events J want to know whether you can say wlistion the notes cor- 
respond with the forms in use either in the early or in the later stages which I 
understand were drawn for a payment dcwn and specified monthly payments ? A. 
They certainly were not in accordance with the terms of the application. 

Q. Then when Mr. Hunter inspected these applications he saw only the appli- 
cations, did not he? <A. That is all I know of. 

Q. Had he knowledge, do you know, or did you discuss the question of the 
notes being given with Mr. Hunter in the preparation of the list? A. I did not 
discuss the matter with him in the way of discussion. J knew he knew the notes 
existed. 

Q. Did he know they were discounted? A. I think so. 

Q: They had been discounted at that time? A. I think £0, they were dis- 
counted prior to my joining, if I am rightly informed. 

Q. He expressed himself apparently as you stated in your letter ? A. Yes. 

Q. After going over those subscriptions perhaps you can remember what he 
said? A. No, I cannot remember what he said, but that he was satisfied they 
were in first class order, if they were required. 
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Q. And then he suggest to you the sending down of the cheques we spoke 
of yesterday? A. He told me Mr. Travers asked him to tell me to send down 
some blank cheques out of the cheque book. 

Q. That is what you did? A. Yes, 

Q. Did he mention how many cheques? A. Three, if I remember rightly. 

Q. Is this right, just referring to the interview with Mr. Hunter: “ I showed 
him the file of the subscriptions arranged alphabetically and he looked over that 
and said they were all in order, they could be checked over with the list that was 
sent down of the subscriptions”. Of course that has nothing to do with the pay- 
ments; «A.>: No2’.. 

Q. The file you speak of is not the book we put in, but the actual subscrip- 
tions? <A. Yes. 

Q. There are some, probably a dozen or more subscriptions, which are dated 
on the 22nd October, which I would like to know about, do you remember the sub- 
scriptions I refer to? A. I know there are some there, I could not say when they 
were taken or when they were dated except one for myself for one share that I 
know was dated back; I could not say as to the others. 

Q. Did you take that in any formal way, or did you just put it down in the 


“stock subscriptions? A. No, I made out an application the same as the others. 


Q. And when was it you made out the application? A. A day or two after 
I went into the service. 

Q. That would be when? A. The 21st of November. 

Q. That was for one share? <A. Yes. 

Q. Did you enter that in the book? A. I did not enter it myself, it was 
entered by the stock clerk. 

Q. In which of these books would it be? A. It would be entered in that 
little black book and then transcribed into this afterwards. 

Q. What is the little black book? A. The stock subscription book there. 


(ExuH1BIT 18). 


Q. Then transferred to the other one? A. Yes. 

Q. How many subscriptions were made at the same time, what was the pur- 
pose of your subscribing at that date? A. Mr. Travers said he wanted to justify 
me coming into the bank. He said he had lots of applications and he said every 
officer of the bank should be a shareholder, and I took one share. 

Q. Why was it dated back? A. At hig request. 

Q. What was his explanation on that? A. He said they required to be 
taken 30 days prior to the asking for the certificate. 

Q. Prior to the asking for the certificate or prior to the meeting? A. Prior 


to going down for the certificate. 


Q. What date was put on it then? A. If I remember rightly, it was the 
22nd October or the 25th October. 

Q. Who had charge of the entries in those two books? A. Mr. Shaver. 

QT eitadsyourat alle Ao» No; 

Q. In going over that list with Mr. Travers and Dr. Beattie Nesbitt, was it 
after you had subscribed for this one share or before? A. Afterwards. 

Q. Did you see the books at that time containing the subscriptions and did 


* you notice whether yours was in there or not? <A. Yes. 


Q. Yours wasin? A. Yes. 

Q. Under date October 22nd? A. Yes. 

Q. Can you tell me about the other subscriptions which all appear to have 
been taken under that date; there is the one we have spoken of Lindsay’s; do you 
know the date at which that was actually subscribed ? 

Q. There are three people named McCorquodale? A. Yes. 

Q. Do you know the date of their subscriptions? A. I could not swear 
positively. 


98 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. Could you tell by looking at the book at all in the order in which they 
come as to whether they were similarly ante-dated? A. I could not tell by the 
book. ‘Those last on the list were all ante-dated, but-when they were ce taken 
I could not say. 

Q. The meeting was on the 26th November? A. Yes. 
Q. You took yours on the 21st November and it was dated back to the 22nd 
October? <A. Yes. 

Q. The other names are Mr. Gallagher, Mr. Luxton, Mr. Bradley, Dr. Beanie 
Nesbitt, A. W. Thomas, A. 8. Lown, and J. Gilchrist. | 

Mr. ComMissIonEr: Gallagher i is not here on the 22nd October; it is the 22nd 
November (in large stock subscription book, exhibit 19). Here are these you speak 
of Lindsay ; there is one the 15th November. There is Mr. Lown October 20th, and 
then the three McCorquodales are over here, only one share apiece. 

Mr. Hoperns: October 22nd. 

Q. Were you present at the Board meeting when those were alotted? A. 
No, sir, I never attended a Board meeting the whole time I was in the bank. 

Q. I think Dr. Beattie Nesbitt is one of those. 

Mr. Commissioner: Yes, October 22nd. 

Mr. Hoperns: Would this smaller book, Exhibit 18, be the book of original 
entry with regard to those? A. Yes. 

Q. And carried from the subscriptions? A. Yes. 

Mr. CoMMIssIONER: ‘There is McCorquodale, and there is Gilchrist, October 
22nd. (In Exhibit 18). W. J. Lindsay 500 shares, the 22nd October. 

Mr. Hoperns: (To Mr. F. A. Clarkson). That is one of those subscriptions 
that would be on the referee’s file, would it? 

Mr. F. A. CLarxson: We never found the Lindsay subscription. 

Mr. Commissioner: That means application. 

Mr. F. A. Cuarxson: Yes. There never was any subscription for Beattie 
Nesbitt. 

Mr. Firzcippon: ‘There was one for 100 shares. 

Mr. ComMissionER: This (Exhibit 18) shows the Aiernrese: were made on 
the 24th November? A. Yes. 

Mr. Hoperns: Were what you call the spread payments, which is a very euphe- 
mistic way of putting it, were they applied to those we have just gone over, those 
subscriptions of the 22nd October? A. On two or three of them. 

Q. What about yours? A. There was nothing spread on mine. 

. There were a number of shareholders amounting to twenty one thousand 
odd dollars that had begun a suit against the bank through Mr. Laidlaw, you know 
the ones I mean? A. . Yes. 

Q. And are their names on that list we have put in sent to Ottawa? A. Yes. 

Q. The names I have gone over on the 22nd October, are on that? <A. Yes. 

Q. Did you know that those parties had been settled with and the notes had 
been returned to them and their subscription practically cancelled? A. The list 
was made out prior to the settlement with them so far as I remember. 

Q. Ido not think that is the case; have you any independent recollection of 
it? oAg » No: 

Q. Look at those two cheques, they contain a date that is important and that 
may tell you something about it? A. No, sir. 

Q. That is prior to your time? <A. Yes. 

Q. Did you know when you came into the bank that they had been settled 
with and litigation had been done away with? A. I understood it had. 

Q. Did you havea list of the names? A. Yes. 

Q. Why were they put down upon the list then that went to Ottawa? <A. Mr. 
ravers instructed me to leave them there in the meantime and we would strike 
them off after the bank was organized. 


foe 
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Q. Was that done? A. Yes, they were eliminated from the list that went 
to the Government on the 31st December, the regular annual list. 

Q. Atthe end of the year? <A. Yes. 

Q. They were on the list sent down to Ottawa? A. Yes. 

Q. Whom did you discuss that with other than Travers? A. No one that I 
can recall. 

Q. Had you any talk with Mr. Lindsay about it? A. Not that I remember. 

Q. I suppose you are quite aware that if those had been cancelled and done 
away with they should not appear upon the list? A. Yes. 

Q. But Mr. Travers was the one who took the responsibility ? A. Yes. 

Q. Who dictated the letters in connection with the stock, was it Mr. Travers 
or yourself? A. Which letters? 

Q. The letters to those shareholders we have just been speaking of? A. 
Certainly not myself. 

Mr. Commissioner: I see a subscription for 4,492 shares by the Continental 
Securities Company. 

Mr. Hoperns: That will have to be gone into later. These subscriptions we 
have been going into were cancelled afterwards and some of the stock sold to the 
_ Continental Securities Company. 

Mr. CoMMISSIONER: ‘This is nearly half a million they subscribed for. 

| Mr. Hopetns: Yes, that, the Lindsay subscription and some others will have 

— to be taken up. 

| Mr. Commissioner: I see on the 18th March 440 of Lindsay’s shares were 
cancelled and the Luxton shares also; what is that item (referring to Exhibit 18) ? 

Mr. Hopeins: “J. G. Fitzgibbon in trust twenty-five shares”. It appears to 
have been cancelled in 1909; what about those twenty-five shares? A. A man 
named Sunstrom in Ottawa subscribed for 25 shares and withdrew his application 
- after allotment, and he was subsequently sued I believe, for payment, and the bank 
_ was beaten, and he gave a transfer of the stock, and it was put in to my name in 
- trust. There were no payments made on it at all, it was put in my name in trust 
_ until the Board cancelled it. 

‘ Mr. Commissioner: Was that after the organization of the bank? A. Yes. 

Mr. Hopeins: You say that in the statement to the Government on the 31st 
December what we may call as the Laidlaw clients subscriptions were omitted? A. 

‘Yes. 
: Q. Had any change taken place, anything occurred in the interim about them? 
eA. No. , 

Mr. ComMMISsIONER: How many shares? 
Mr. Hopeins: 219 shares. A. I don’t remember the exact amount but I 
_ thought it was more than that. | 
Q. That is the amount we have been instructed was the actual amount; we 
will have them checked up? A. I think I am including in my memory one or two 
conditional subscriptions that were struck off. The one of Lieutenant-Governor 
_ Forget, Regina, who subscribed conditionally upon being a director of the Bank, 
and "afterwards withdrew the subscription. 
Mr. CoMMISSIONER: Give me one of the names of the 219 shares? A. Gastle. 
Mr. ComMIssIONER: He apparently paid $100 on ten shares? A. Yes. 
Mr. Hopains: Speaking of the Lieutenant-Governor Forget’s subscription you 
_ speak of that as conditional? <A. Yes. 
-Q. Was that known and spoken of at the time you were preparing the list? 
<A. Yes, it was endorsed on the back of the application. 
“Q).- It was?’ A. Yes 

Q. Conditional on what? A. On his being appointed a director of the bank. 
: Q. And that notwithstanding that went in asa regular subscription? A. Yes, 
_ there were no payments shown, it was simply a subscription. 


Q. Did R. R. McLennan of Cornwall goin? A. Yes. 
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Q. $5,000; $3,000 paid; had he in fact paid anything? A. I think so. 

Q. Had he paid anything more than $500 et that time? A. I could not 
swear positively. 

Q. Did you look at that time or could you tell from looking at the books what 
was the correct amount? 

Mr. Commissioner: This book shows he paid $500 of subscription March 
19th, $1,000 on allotment, April 30th, $500 on the 1st September, and it looks as 
if he had paid in full ultimately (referring to stock subscription book 19)? A. I 
am quite satisfied that Colonel McLennan had paid his full stock not before the 
organization but afterwards; it was all paid in cash and there was no note for it. 

Mr. Hopeins: But at the date of this list had he paid $3,000? <A. Yes, sir. 

Q. You think he had? A. Iam almost sure of it. 

Mr. CoMMISSIONER: What is the date of the list? A. 26th November. 

Q. According to this book, he had (Exhibit 19). 

Mr. Hopeins: Were there any other conditional subscriptions included in 
that? A. Not that I can recall. 

Q. Were there any other subscriptions which had been repudiated previous to 
that time included in the list? A. Not that I know of. 

Q. The reason I asked you about Colonel McLennan is that long before that 
list he had raised the question as to misrepresentation and had determined-to fight, 
according to the correspondence; but I think as a matter of fact he died and his 
executors paid it. A. No, the stock was all paid before he died, and the executors 
sold it. 

Q. Were there any others in the condition of not being willing to take their 
stock at the time, and you having knowledge of that fact? A. No. 

Q. Those notes, there was some question as to their form, and you gave some 
evidence as to their being—you were asked before the referee, “Did you see any 
of the notes?” and you said you did, after they came back from the Trusts & 
Guarantee Company? <A. Yes. 

You were asked how they were payable, how was that? A. As far as I 
remember, they were payable to the Farmers Bank of Canada or the provisional 
directors of the Farmers Bank, I could not say positively. : 

Q. Your answer was, ‘‘ Payable to the Farmers Bank of Canada,” and then 
the referee asked you again, “ Did you see the notes? A. After they came back 
from the Trusts & Guarantee Company. 

“Q. They were payable to the Farmers Bank of Canada?” A. Yes.. 

“Q. How were they endorsed? A. They were endorsed individually by all 
the provisional directors?” 

A. Yes, that is my memory of it. 

Q. They were payable to the Farmers Bank? 

Mr. COMMISSIONER: We had better have the notes themselves. 

Mr. Hoperns: There was one note put in; I think Mr. Clarkson has the bal- 
ance, has he not? 

Mr. F. A. CLarKson: There are only two notes we have; there may have 
been renewals. 

Mr. Hoperns: What became of those notes after they came back from the 
Trusts & Guarantee Company? A. They were sent out to the branches; most of 
them collected. They were renewed from time to time, the makers of the notes 
paying interest on the renewals; at each renewal paying something. 

Q. Were they all in the same form, according to your recollection? A. 
Nearly all; I do not think there was any difference in them. 

Mr. Hoperns: Perhaps you will remember when in Ottawa Mr. Boville pro- 
duced as part of the file one of those notes, and we were to have a copy of that. 
The copy is not here. A. I will put that in later on. 


oe 
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Mr. CoMMIssIONER: What form did this settlement with Mr. Laidlaw’s 
clients take, the stock had been alloted to them, how was the stock dealt with? A. 
It was subsequently cancelled. 

Q. What was done at the time, did they execute any transfer or power OE F, 
attorney or anything? 

Mr. Hopeins: I have those papers; I was going to prove them by another 
witness. . 

Mr. CoMMISSIONER: Because I see shares were transferred to somebody else, 

according to this book. 
_. Mr. Hoperns: These papers I propose to prove. Probably Mr. Fitzgibbon 
can say as to what was done in the books? A. There were formal transfers 
entered on the books, but they were never posted from the transfers, if my memory 
serves me right. 

Q. Never accepted by anybody? 

Mr. CoMMIssIonER: They were transferred, according to these documents, 


_ to Lindsay? A. Yes. 


4 Mr. Hoperns: And whatever was put in the books was never accepted? A. 
O. 
Q. And were never posted? A. Not if my memory serves me. 
-Q. And that was done? A. After the organization meeting. 
Q. After what organization meeting? A. After the organization meeting 
of the bank on the 26th November; I think that was the date. 
Q. Was it shortly after that; was it before the certificate was issued or after- 


wards? <A. I could not say as to that. 


Q. Would the books show it? A. The books should show the date. 

Q. What book would that be in? <A. The transfer book. 

Mr. CoMMISSIONER: I had not looked at this, Exhibit 17, before. I see in 
a number of cases in this return of shareholders it appeared that nothing had been 
paid up on the shares? A. Yes. 

Q. And you mentioned with regard to Mr. Forget, his subscription appeared 


no payment? A. That would be one of the early ones. 


i a 


. The amount of the stock subscribed, according to this return, exceeded 
by $79,200 the amount requisite? A. Yes. 

Q. And the payments showed $291,310 on the shares? A. Yes. 

Q. That was $41,310 in excess of the required amount? A. Yes. 

Q. I would like you to make a little clearer what you did with regard to mak- 
ing up the payments that were entered in that list; as I understand you, all the 
notes that had been taken, with the exception of some that were thought not good 
enough, were discounted somewhere ? Be. 883 

(). What was done with the proceeds; supposing Mr. Jones’s note for $500 had 
been discounted, what was done with the proceeds of that note? A. Some of it 
would probably be spread on his own note, if not all of it, and some would be spread 
on somebody else’s payments. 

Q. What justification was there for taking Mr. Jones’s money and applying 
it to the credit of Mr. Smith? A. None whatever that I can see now. 

Q. That was done? A. Yes, sir. 

Q. You said in some cases where nothing at all had been paid, money was 
applied? <A. Yes. 

Q. Where was that money gotten from? A. Part of the proceeds S the 
discount of notes. 

Q. According to the figures Mr. Hodgins stated to you, the amount that was 
so applied was considerably in excess of the amount raised by the discounts; where 
did the difference come from? A. I do not catch that. 


Q. What was the amount that was raised by discounts of the notes? A. All 
told, I believe $100,000; I could not be positive. 
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Q. Then I misunderstood you; it was the proceeds of the discounted notes 
that was either applied to the credit of the people whose notes had been discounted 
or partly to their credit and partly to the credit of persons who had paid nothing ? 
A.. Yes. 

Q. Or who had not paid that money? A. Yes. 

Q. They had nothing to do with the note? <A. No. 

Mr. Hoperns: Will you just say whether these are the transfers, these first 
twelve in the book which you have put in? A. . Yes, those are the ones, and they 
are marked on the 22nd December. I knew it was long after the settlement. 

The 22nd December, 1906, is the correct date? A. Yes, I should say so. 
And they are sioned by W. J. Lindsay as attorney? <A. Yes. 

And witnessed by you? <A. Yes. 

You had written in an acceptance? <A. Yes. 

There is.no acceptance in any of those cases? <A. No. 

And you say they were cancelled afterwards? A. Yes. — 

They were never posted to begin with, into the book? A. Not as being 
transfers : they were marked off in the book as being done away with, got out of 
the way anyway. 

Q. They stood, as I understand, just where they did in the books? A. On 
the 26th November, yes. : 

Q. Never were covered up as being transferred to anybody else? <A. No. 

Q. Were they cancelled? A. Yes, and ruled out of this book altogether. 


Transfer book filed as ExHIBIT 20. 


SLLLOSO 


DR. JOHN FERGUSON, recalled. 


Mr. CoMMISSIONER: Is there anything in the books of the bank to show how 
the $11,000 was made up? 

Mr. Hoperns: . Yes. 

Mr. COMMISSIONER: What is the use of asking Dr. Ferguson’s memory of it? 

Mr. Hopeins: I want to ask him whether he can tell me, from looking at 
this, whether his answer was correct. 

Q. You said yesterday that in that eleven thousand-odd dollars of directors’ 
fees that that $10,000 which was paid on July 4th was included in it? A. Well, 
I understood so, yes. 

Q. You know what Iam asking? A. Yes. 

Q. Now, I find in the provisional directors ledger that the $10,000 included 
is credited on November 17th, and that that corresponds with a cheque for $10,000 
paid to Lindsay and I wanted to ask you, had you ever seen this book or this entry 
when you made your answer, and did you know anything about it, because if not, 
I will have to go somewhere else? A. That would have no application to us; 
any entry made then was after this event and the payment of this sum would be 
wholly of a different nature and for some other purpose. 

Q. I find there that the $11,760 which was the amount that I was questioning 
you about, and which you said included the $10,000 of July 4th, is made up of a 
ten thousand dollars not credited till November 17th? A. That was a reverse 
entry, I think you will find, charging it back to another account. 

Q. Ido not think so? <A. After our time it was reversed. 

Mr. ComMMIssionER: ‘That is not the original entry, is it? 

Mr. Hopeins: This is the original book. 

Mr. CoMMIssSIONER: It is a loose leaf system? 

Mr. Hopverns: Yes? A. I could have no knowledge or control how it 
could be entered at that late date. 
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Q. Youdonot know? A. I understood that came out at some one or other 
of these investigations, and that that 1s the reversal of another entry, charging it 
back to another account altogether. 

Q. If you know that I am quite satisfied with your answer? A. That is 
my, impression. 

Q. If you do not know it I think I am not far out in saying you are mis- 
taken ; however I got what I wanted. Seeing this entry does not change your idea 
that the $10,000 you got was included in directors fees? A. I wish to make this 
perfectly clear, all we got altogether, divided amongst the six of us, was the ten 
thousand dollars in addition to the small amount paid when we occasionally 
attended meetings or that was paid for as meetings. The total of that would be 
somewhere about $11,000. 

Q. I do not wish to go into that? A. I do not wish to go one word fur- 
ther than to say that this entry in November is a reversal of the July entry charg- 
ing it back from the commission account to another account. 

Q. Somebody has told you that? A. That came out in evidence, and was 
stated. 

Q. Whose evidence? <A. I do not remember now; it came out in the inves- 
tigation at the Police Court. 

Q. Did you verify that to see it was true? A. I had no chance to verify it. 

Q. Iam calling your attention to it? A. And I still state that the position 
I took yesterday is the correct one, and that is the reversal of the same sum to ano- 
ther account. 

Q. That is you have heard? A. No, my own knowledge of the fact that 
we did not get another sum of money. 

Q. I see the sum I mentioned included apparently another ten thousand 
dollars from the one you speak of— 

Mr. Commissioner: Is not Dr Ferguson right? Here is $10,000 on the 
fourth of July? 

Mr. Hopeins: Yes. 

Mr. CoMMISSIONER: ‘This $10,000 is charged up as commission to Travers 
and Travers paid $10,000 out of his commission. 

Mr. Hoverns: There is no dispute as to that, but if you look at the com- 
missions account, the amount I spoke to him about, $11,760 includes a different 
ten thousand dollars, that is all? A. It cannot, because we did not get it. 

Q. There are lots of things in this book that you think cannot be, but we 
know they are. 

Mr. ComMisstoNneR: Here is the cross entry on the 17th November; there 
was credited to the stock commissions the $10,000 and debited to directors fees, 
that is what Dr. Ferguson. is trying to explain. 

Mr. Honeins: “Yes, no doubt, but there was a difference of several months? 
A. That refers back to the J uly sum. 

Q. I understand that it is quite possible that that is so, but I do not want 
you to come here and say so if you do not know. I point out that there is that 
difference, if you can throw any light on it yourself, I have asked you to come here 
and do it? "AL "The light I can throw 0 on it is that we had no transactions what- 
ever in November, that no sums of money were then paid, that that is the same 
sum as the other, ‘and was stated somewhere in the investigation that it was but 
re-entering a cross entry or a correcting entry of the original sum of $10,000. 


Q. J understand your position quite, and I am not saying it is wrong, that 
there is only the one ten thousand doilars when it got into the account, but it is 
my duty to find out why the ten thousand dollars you speak of was not ‘entered in 
the directors fees at the time. A. Because it was properly charged in the com- 
mission account in the first instance, and this was charged back to directors fees 
without our knowledge. 
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THOMAS URQUHART, Sworn, Examined by— 


Mr. Honerns: You are apractising barrister in Toronto? A. Yes. 

Q. And you have had some little to do with the early stages of the Farmers 
Bank? <A. Yes. | 

Q. Fortunately got out of it before its later stages? A. Yes. 

Q. You gave an opinion which was referred to yesterday; have you got @ 
copy of that? A. Yes. (Produces copy of opinion dated June 26th, 1906, which 
was filed as EXHIBIT 21). 

Mr. CoMMISSIONER: Was that you or your firm? A. It was given by my 
firm, it was signed by myself with the firm’s name and my own name. 

‘Mr. Hoparns: In the bill of costs on the same day the charge is fee for 
special opinion in connection with this matter, and also on question of grant to 
provisional directors? A. That grant to provisional directors was a personal 
opinion I gave to them, to Mr. Travers, Mr. Lown and Mr. Smith, that I expressed 
to them personally. 

Q. It did not form part of the written opinion? A. Not in the writing. 

Q. It is not in the written opinion? <A. No. 

Q. Was there any written advice given? A. Not with that; I had better 
make an explanation. On the evening of the 23rd June, I think that was a Satur- 
day evening, if the date is correct here, Mr. Travers had called me up in the after- 
noon at my house, and I was not at home, and when I got home there was a 
message there for me asking me to call him up on the telephone at the Queen’s 
Hotel, I think it was, and he advised ‘me over the phone that the provisional 
directors proposed to grant money to themselves to cover their expenses, and I 
advised him over the phone, that I thought that that would be a breach of trust, 
and on the following Monday morning I had an interview with Mr. Travers, Mr. 
Lown and Mr. Smith and IJ than advised them, not in writing, that they could not 
grant money to themselves, and then they asked for this special opinion in regard 
to the alloting of stock for which they had taken notes. 

Mr. COMMISSIONER: Who were the three, Travers, Lown and Smith? A. 
Yes, I did not advise any of the other parties, but just those three. 

Mr. Hopeins: What was Mr. Travers explanation which is down here as 
“Advising him the provisional directors discussed making cheque to themselves 
out of the money subscribed to cover their expenses in connection with organization 
of the bank” ? A. I could not remember his explanation. 

Q. The directors had been paying right along the expenses of advertising and 
various other things which ultimately amounted to some $44,000 shortly after this? 
A. My recollection is now he told me they were going to make a special cheque to 
themselves for expenses. 

Q. Expenses in what sense, their own time and trouble? A. I think there 
was some, I cannot say what really the expenses were. 

Q. At all events you certainly would not have advised that the provisional 
directors could not pay ordinary expenses? A. No, they could pay the ordinary 
expenses ; this was something to cover their own personal expense. 

. And you advised Travers, and then these three, on the following Monday, 
that that could not be done? <A. That could not be done. 

Q. That was on the 23rd June, 1906? A. Yes. 


~Q. Then on the 28th you have an entry, “ Having been advised by Travers 
that he had made special agreement with provisional directors, two interviews with 
him regarding same and advising him as to-legal effects” ? A. He brought a 
form of agreement in to me to settle, which I went over with him; I remember 
that quite clearly. I told him it was a very onerous agreement that he was making 
with the bank and J advised him as to the effect of it; I do not know whether I 
made any changes in it. 
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Mr. Commissioner: Had not you better identify that agreement? A. I 
do not think that agreement that I saw on the 28th June went through. 

Mr. Hopeins: “Making alterations and settling agreement and advising as 
to legal effect of it”. Perhaps you can tell whether this exhibit 12 (The first agree- 
ment of July 4th) was the one? <A. Ido not believe that is exactly identical with 
the agreement that I saw; it is partly the same. 

Q. What was the onerous part of it that struck you? A. My recollection is 
that the agreement that I saw was more onerous than this one. 

Q. Against whom? A. The final cost of organization would be greater than 
this. ; 

Q. Does that state any final cost? A. No, but you could make up pretty 
nearly what it may be. There is $500,000 and there was a commission on that, and 
this provides for $20,000 in addition to the commission; that would be $70,000 at 
least I suppose; and my recollection is it was more than that, because I remember 
a statement that Mr. Travers made in reply to me, he said “ We will cover all those 
organization expenses by a sale of the unissued stock at a premium of 25 through 
the agencies of the bank”. I could not identify that as the agreement I saw, but 
it may be. 

Q. They were advised by you at all events, Travers, Lown and Smith, that 
the provisional directors could. not grant money to themselves? A. Yes, that is 
for their own services at that time. 

Q.. Did you tell them the shareholders would have to ratify that? A. I told 
them the permanent directors would have to ratify that. 

Q. Did you tell them the shareholders would have to? A. I do not recollect 
that point, but I know I always had advised that the permanent directors would 
have to ratify all their agreements that had been made. 

Q. Then there is a certain agreement there on the same day under which if I 
recollect right Travers himself assumes the risk of the rejection by the permanent 
directors and practically guarantees that this $20,000 would be paid; it is dated on 
the same day? A. I never saw that. 

Q. That is evidently something subsequent to your advice to them? A. It 
must have been. | 

Some reason must have been interposed; however, your advice to them was 
purely verbal on the point? A. As to payment of directors. 

Q. And he seemed to accept it and be satisfied with it? <A. Yes. 

Q. This opinion have you read it? A. Just recently. 

Q. It does not seem to me to be what I understood it was from the witnesses, 
namely a question of whether they could or could not take notes in payment of 
stock subscriptions? A. I had not been asked that question; they had already 
taken notes and they came and asked me if the provisional directors should or could 
allot the stock subscriptions for which notes had been taken. 

Let me read you what seems to me to be the point that was in your mind: 
“We have considered the questions submitted by you to us regarding the power of 
the provisional directors of the Farmers Bank of Canada to accept stock subscrip- 
tions where the parties have given notes in payment of the stock in place of, or in 
addition to giving their subscriptions in the usual manner, the notes maturing at a 
time different from the payments in the subscriptions”? A. There is the letter 
under which I was asked— 

Q. I just wish you would direct your mind for a moment to that? A. Very 
well. 

Q. Was the question that the notes matured at a different date from the instal- 
~ ment plan provided for in the subscriptions themselves? A. ‘That was one of the 
points. 

Q. You say you considered that question ; how do you deal with it there in that 
letter; what is your answer to it? A. That they could allot the stock to the 
subscribers, it being a matter which would come within the reasonable discretion 
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of the directors, and I went on to tell them that they were simply trustees of this 
money and of the promissory notes. 

Q. Did you deal with the question of the variance of the note with the terms 
of the stock subscription? A. I did not deal specially with that at all, but I 
advised them that they could allot the stock. 

Q. On the terms of the subscriptions, did you say, or on the terms of the 
note? A. I cannot say now at this date; the opinion will have to speak for — 
itself as to that. We gave the opinion that they had the power to accept those — 
subscriptions and I think so still, they have the power to accept subscriptions but 
they cannot use the notes. 

Q. However, they had clearly in mind from your letter and you had clearly - 
in mind, that they matured at different dates? A. That was one of the points. 

Q. Did you subsequently advise them again at any time upon that point? 
A. Mr. ‘Travers came to me and asked me once, some considerable time later 
than that, as to whether those notes could be discounted, and I advised them they 
could not be discounted. 

Q. How long after was that? A. I think it was in September, but I am 
rot sure as to that, but he was talking of the deposit at that time. 

. “Re deposit, interview with Mr. Travers and advising him in connection 
therewith”? | A. JI advised him at one time whether that was the time or not; 
that was a personal opinion. 

Q. That must have given him such a shock that I see you only acted for 
him for a couple of days after that and the bill terminated? A. My work prac- 
tically terminated when the charter was granted. 

Q. We heard you had given Travers a letter to Mr. Calvert in Ottawa when 
he went down about getting the certificate? A. I cannot remember whether I 
did or not; if he had asked me for one I would have given it to him. 

Q. I see according to this bill you had written to Mr. Calvert, when the 
extension Bill was up? <A. He introduced the Bill for us. JI wrote him asking 
him to do so and he wrote me saying there was some opposition to the Bill and I 
replied to that letter and told him I would go down before the committtee, and I 
appeared before the committee personally. 

Q. There was no later advice given by you on the question of the certificate? 
A. September 25th was the letter advising. There was one little matter about 
some one who had a claim against them that I wrote a letter or two afterwards but 
there was no advising. Some Montreal man had a claim against the bank. 

Mr. CoMMISSIONER: You say you advised these three gentlemen it would be 
a breach of trust? A. J advised Mr. Travers it would be a breach of trust; I 
don’t think I used those words when I was speaking to Mr. Lown. 

Q. I gathered from what you afterwards said unless the shareholders sanc- 
tioned the payment—? A. I told them all along all their acts would have to be 
sanctioned by the permanent board. 

Q. Did you advise them that they could be paid by the shareholders? A. 
Tf the permanent directors were willing, that was my understanding, if the per- 
manent directors were willing they should be paid this money, but I do not know 
that the permanent directors came up just at the time, but I advised them at 
other times. 

Q. Your advice was not that the bank when organized could not recognize 
and pay these claims? A. Oh, no. 

Q. Your advise was contained in that letter but Mr. Hodgins seems to draw 
some distinctions as to different points in it; was not your opinion to them in- 
tended to convey to them the idea that having taken the notes from the share- 
holders they were justified in allotting the stock, accepting that as payment? A. 
They were justified in alloting the stock; I do not think the question of accepting it 
2S payment came into question. 7 
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Q. How could they allot the stock? A. As I understand the Banking Act 
you have to give notice of an allotment before you can collect the installments and 
then go on and collect. 

Q. Did not your opinion involve the proposition that the provisional direc- 
tors might take notes for the stock? A. My opinion involved this, that notes 
having been given as well as subscriptions for stock they could go on and allot the 

stock and then proceed to collect the notes. 
; Q. Did not that involve the proposition that it was lawful to take notes? A. 
Perhaps it did, yes; I see no objection to it still. 

Q. The other point you thought they had no right to discount notes? A. 
No, because I did not think there was anybody could endorse them as I understand 
they were payable to the Farmers Bank of Canada, and the Farmers Bank of 
Canada was not organized. 

. Q.- Was that the only difficulty in the way of their discounting them? A. 
There might have been another difficulty; I think that was the difficulty in my 
mind that the provisional directors could not discount them. 

Mr. Hopverns: Upon what terms did you come to the conclusion that they 
could allot, on the terms of the subscriptions or the terms of the promissory 
notes? A. I should think the promissory note would have to govern, but I say in 
my opinion I did not consider that question very much. 

Q. I think you do not just deal with it? A. Perhaps not. I say “If 
these subscriptions are not paid, the allotment could and no doubt under the by- 
laws would be cancelled by the directors, to be elected, and the stock could then be 
resold.” 

Q. If what was not paid? A. If the subscriptions were not paid. Of 
course it is six years, and it is hard to remember everything that was before a 
man’s mind. 


WILLIAM H. HUNTER, Sworn, Examined by— 


Mr. Hopeins: You are a practising barrister in Toronto? A. Yes. sir. 

Q. And have been for some years? A. Yes? | 

Q. You went out with W. J. Lindsay to settle some actions against the 
Farmers Bank? <A. I did not. 

Q. That is incorrect? A. That is quite incorrect. 

Q. Mr. Lindsay made the trip himself, did he? A. I do not know as to 
that. 

Q. So far as you are concerned you did not go? A. I did not accompany 
him. 
Q. Did you know he went? A. I knew he was intending to go. 

Q. Did you advise him as to what he would have to do? A. I think the 
_ advice was given by another firm of solicitors. At that time I wished to remain 
free to act for the lender, who had introduced me to the question. 

Q. Ido not understand your answer; I did not ask about a lender? A. But 
I am saying when the question came up as to the litigation with Mr. Laidlaw’s 
clients, that when I was asked to act by the directors or by Mr. Travers I said that 
I had been introduced to this matter as acting for the lenders; there might be a 
conflict of interest and I advised them to get another solicitor. 

Q. ‘To be a little more definite who was the lender your are referring to? 
A. I refer to Mr. Warren’s company, the Trusts and Guarantee Company. 

_ Q. Introduced to what matter? A. To the whole matter of the Farmers 
Bank. 
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Q. When were you retained by the Trusts and Guarantee Company? A. 
The first I had to do with the matter would be about the middle of October of 
that year. 

Q. Was that in connection with the loan of $80,000 and $20,000? A. ‘The 
only loan I knew of was the $80,000 loan. 

Q. It was in connection with that? A. Yes. 

Q. You were asked to act for the directors of the Farmers Bank were you? 
A. I was asked to take charge of that litigation that Mr. Laidlaw had started. 

Q. Who asked you? A. J think it was Mr. Travers, sure of it, because I 
had not met anybody else in connection with the bank. 

Q. You discussed it with him? A. Certainly I did. 

Q. And were fully aware of the situation created by the Laidlaw writ? A. 
Yes. 

Q. He told you I suppose that that writ had gone to Ottawa? A. No, I 
do not think so; the way the matter arose, as far as I was concerned, was an arti- 
cle in one of the evening papers containing two or three columns. Mr. Travers 
asked me to come down and see him. His immediate instinct was to ask me to 
issue a writ for libel against the paper. 

Q. Of course you would not do that? A. I preferred to understand the 
circumstances first. Then I suggested that he call Mr. Lindsay and find out what 
Mr. Lindsay knew about it. My recollection is that I met Mr. Travers. Mr. 
Lindsay, and Mr. Warren. and discussed the matter, that the question came up 
who should act, and that I advised them to go to an independent solicitor. 

Q. Was that Mr. McCarthy—Mr. McCarthy was with Mr. Laidlaw, was not 
he? A. I did not hear Mr. McCarthy’s name mentioned. 

Q. Who did they go to? A. Messrs. Watson, Masten, Smoke and Smith. 

QO: To Mr Watson’sirm? “A. = Yes. 

Q. At that time I think that probably Mr. Masten was not init? A. That 
I could not be sure of. 

Q. You did not act for the Farmers Bank? A. Not in that litigation. 

Q. Was Mr. Lindsay a party to the writ? A. That I do not remember. 

Q. Had you a retainer from any one else? A. No. 

Q. Did you drop out of it completely and absolutely? A. I would not say 
that; I was in touch with Mr. Watson throughout. 

Q. It was after, was it not, the loan of $80,000? A. I had a notion that 
the payment by Mr. Warren’s company had been made the day after the interview 
with Mr. Warren and myself and Mr. Travers in Mr. Warren’s office, but after 
the suspension I learned it was some time later. so I cannot say. 

Q. What was some time later? A. The payment of $80,000. 

Q. Speaking of that interview was that before or after the loan had been 
negotiated? A. The loan had been negotiated and the papers drawn before I 
was brought into the matter. 

Q. Before you were brought in? A. By Mr. Warren. 

Q. And in consequence of Mr. Warren’s retainer you felt a difficulty when 
this matter came up of acting for the Farmers Bank? <A. Yes. 

Q. You were of course advised by Mr. Warren exactly what the situation 
was with regard to the deposit? A. With the amount of his loan? 

Q. Yes? <A. Yes. 

Q. That he was discounting notes, that his company were discounting the 
notes and producing the money? . A. As I understood the situation he was 
making an advance of $80,000 upon $100,000 of notes and assignments of monies 
paid under stock subscriptions. 


Q. For the purpose of putting up the deposit to the Government? A. Cer- 
tainly. 
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Q. That was Mr. Warren’s instructions to you? A. He told me he was 
making that loan. 

Q. Then when the Farmers Bank writ was presented I suppose you read the 
endorsement on it? A. I think I did more than that; I think I read the affi- 
davits that were filed. | 

Q. Of William Laidlaw? A. Yes, I think so. 

Q. You are fully aware then of what they were seeking to do? A. As 
aware as I could be from the reading of the papers. 

Q. That was awkward litigation both for the Trusts & Guarantee Company 
who had arranged the loan and for the Farmers Bank, was it not? A, I could not 
speak as to the Farmers Bank, but I should not think it would be awkward as 


far as the Trusts & Guarantee Company are concerned; it was a question whether 


they had their security or not. 
- Q. Was not your security attacked in that action? A. I do not think so. 
Q. Was it not impeached? A. I do not think so. The Trusts & Guarantee 
Company were not a party to the litigation. 
Q. Did you know the right to pledge those notes for the loan was questioned 
in that action? A. The propriety of it was questioned. 
Q. The legality of it? A. We would not be called upon to answer in that 
litigation. ? 
Q. But it was in question?. A. Yes. 
Q. And you recognized that and I suppose told Mr. Warren so? A. I do 
not remember specifically mentioning that to Mr. Warren. Mr. Warren I think 
knew all that I did in connection with the matter; he was present when we read 


the papers. 


Q. Did you ask him whether the loan of money had actually been paid 
over? A. I think there would be no question it had been paid over then, though 
as to the exact date of payment I am not aware. 

Q. Was Warren pretty anxious about it? A. No, his attitude was he had 
his security for his money. 

Q. Did you really decline to act for the Farmers Bank? A. I have said. 

Q. I know you have; you said you declined, but I said did you really intend 
that to be the fact? A. Certainly. 

Q. Why did you keep in touch with Mr. Watson? A. I think that was 
quite natural. 

- Q. Not if Mr. Warren’s attitude is right, that he was perfectly satisfied, that 
he got his securities and it was not awkward litigation for the company? I do 
not see what made you apprehensive? A. I was not apprehensive, but I was 
keeping in touch. 

Q. Why? A. To know what was going on. 

Q. How were you interested? A. We were interested in this way at that 
time, that if the result had been that the bank did not go into operation we wanted 
to be ready to step in and get that money if we could. 

Q. Get what money? A. The money we had advanced. 

Q. Then it comes back very much to the same thing you were apprehen- 
sive; who suggested buying off the men who were promoting the litigation? A. | 
think it was either Mr. Lindsay or Mr. Travers; it was not a question of buying 
them off as I understood at the time, it was a question of offering to take trans- 
fers of their shares and giving them the money they had paid on them. 

Q. Were you aware that Mr. Laidlaw felt aggreed in the matter of the 
Farmers Bank at all? A. No more than I heard Mr. Travers say on one occa- 
sion. 

Q. You were not solicitor for the bank, were you at that time? A. It 
appears to me I had drafted the advertisement in the ‘ Gazette’ calling the meeting 
and I think that was antecedent to this. 
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Q. Is there any doubt about it you were acting for Mr. Travers and in that 
sense for the Farmers Bank before Mr. Warren retained you? A. No, I had 
never met Mr. Travers until I was employed by Mr. Warren. 

Q. Under whose instructions had you drawn this advertisement? A. Mr. 
Travers, after the matter had been arranged between him and Mr. Warren. 

Q. Then that must have been subsequent to this interview over the litiga- 
tion. A. No, the notice in the ‘ Gazette’ was current when this litigation came up. 

Q. I am trying to get at when your first relations with the Farmers Bank 
started; that was before this interview when you and Lindsay and Travers and 
Warren were together? A. Yes. 

Q. Was it before your retainer by Mr. Warren; which came first, the Farmers 
Bank or Warren? A. Warren, I knew nothing of the Farmers Bank until Mr. 
Warren had employed me. 

Q. After he had employed you the Farmers Bank employed you? A. Af- 
ter the advance was made Mr. Travers asked me if I would act in drawing the 
papers for the ‘ Gazette’ calling the shareholders meeting. and preparing the other 
formal papers. I asked Mr. Warren if he had any objection and he said no. 

Q. What had you to do in arranging for the taking over of the shares; you 
did not go with Mr. Lindsay? A. My recollection is that Mr. Travers got a 
personal advance from the Trusts & Guarantee Company or Mr. Warren upon the 
security of his life insurance policy intending that that money should be given to 
Mr. Lindsay to be paid over at the time of taking the transfers; my recollection is 
that I prepared the assignment of that life insurance policy. 

Q. The loan being some $2,380? <A. I forget the exact amount of it. 

Q. Who made the arrangement with Warren or with the company to advance. 
that money upon the life insurance? A. I think Mr. Travers must have. 

Q. What instructions did you get about it? A. I got an instruction from 
Mr. Warren to prepare an assignment of that life insurance policy and the policy 
was given to me by Mr. Warren. 

Q. At that interview we have already spoken of, when Travers, Lindsay and 
Warren and you met? <A. No, I think not. I think it was subsequent to that. 

Q. Are you sure? A. I can only speak from recollection, I think it was 
subsequent to that. 

Q. You have no entries of these? A. I may have. 

Q. You have not looked at them? A. No. > 

Q. I would like to see the entries? A. All right. 

Q. ‘Travers was reduced to pledging his life insurance at that time, did you 
understand that? A. I do not know how far he was reduced, he pledged his life 
insurance at that time. 

Q. But there had been a loan upon these notes by the Trusts and Guarantee 
Company of $80,000 you knew that? <A. Yes. 

Q. This was only a small, trifling, additional thing? A. Yes, this was a 
loan to Mr. Travers personally. 

Q. Did not he ask that it be advanced on those notes at the same time? A. 
I do not know. 

Q. He did not ask you at all events. A. No, he did not ask me. 

Q. Whatever he may have stated to Warren you do not know about, Warren 
did not discuss that phase of it at all; he brought you the insurance policy? A. 
He gave me the insurance policy and asked me to draw an assignment of it. 

Q. Was it only on the insurance policy or stock in the Dominion Per- 
manent? A. I do not know of any stock. 

Q. You drew the assignment? <A. I drew an assignment. 

Q. Do you know then as to what course the matter subsequently took, or + did 
you just hand back the paper you drew and did they have it executed themselves ? 


A. I was not present at the closing. 
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Q. At all events you knew the idea was then to hand the money to Lindsay ? 
A. I understood that Mr. Lindsay was to be furnished this money to offer the 
complainants to take transfers of their shares. 

Q. Did you prepare the papers for him? A. No. 

Q. Would you just look at those and tell me if they were prepared in your 
office or with your knowledge? A. ‘They were not prepared in my office. It is 
not the typewriting of the typewriter in my office. 

Q. They were possibly then prepared in Mr. Watson’s office I take it. A. I 
cannot say . 

Q. He was acting at that time for the Farmers Bank? A. He acted in 
that litigation. 

Q. You do not know whether he did or did not prepare these documents? 
A. No, I do not. 

Q. We are told that Mr. Lindsay went out and around the County of Halton, 
did you know anything about that? A. No, except I think they were got be- 
cause Mr. Watson told me he was going to move to dismiss the action. 

Q. After they were got you heard from Mr. Watson? A. That he was 
p song to move to dismiss the action. 


The Commission ad sonernied from 1 P.M. to 2.30 P.M. 
The Commission resumed at2.30 P.M., March 20th, 1912. 


WILLIAM H. HUNTER, Examination continued— 


Mr. Hopeins: When did you learn the result of the Lindsay visit to the 
shareholders? A. I have no possible way of fixing the date. 
Q. 26th October is the date of the signatures of the various shareholders 


_ who were plaintiffs in that action, the plaintiffs dealing with their stock? A. I 


5 


have no recollection of how I heard it; I think it must “have been in Mr. Watson’s 
office. : 
Q. Shortly after I suppose? A. Yes. 

Q. ‘Were you aware of the dismissal of the action? A. I was aware he was 
going to move, but I was not up at the time it was dismissed. 

Q. I suppose you learned that shortly afterwards? A. I think so. 

Q. Kept yourself informed? A. Yes, as far as I could. 

Q. Are you prepared to say you knew it shortly after the time at which the 


action was dismissed, the 27th October? A. JI understood that there was a set- 
tlement between Mr. Laidlaw and Mr. Watson, at least minutes of settlement 
~ entered into, I do not know the actual dismissal of the action, I understood there 
_ was some minutes of settlement. 


Q. Did you inform yourself what those were, and on what terms the 


q stockholders in that action had been got rid of? A. No. 


Q. You were satisfied with the result? A. I understood generally their 


- shares were transferred or were to be transferred. 


Q. To whom? A. That I did not know. The obvious difficulty was there 


1 was no transfer book in existence at this time, and there could be no transfer book 
opened until after the organization of the bank. 


Q. You were alive to that? A. Yes. 
Q. So that you saw a difficulty of getting rid of the subscriptions? A. It 


7 would have to rest on the undertaking of somebody that the powers of attorney to 
transfer would be exercised, and I presume that would be covered by the minutes 


: of settlement. 
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Q. Did you not satisfy yourself as to the real position: they occupied? A. 
No. 

Q. Just left it in doubt? A. As far as I was concerned, I was charged 
with no responsibility in that matter. 

Q. But acting for the Trusts Company you left it as you say without full 
knowledge of the details? A. I do not think the Trusts Company are interested 
in these subscriptions, I do not think any securities that moved to them were 
involved; I would not be clear on that either. 

.Q. Had the Trusts Company obtained the original subscriptions, or did you 
understand they were loaning upon notes alone? A. I understood that they were 
loaning upon notes, and an assignment of the monies payable under the form of 
subscriptions. 

Q. So that the two would go together? A. So I understood, but I was 
informed after suspension by Mr. Warren that they had no assignment; that 
is the way I understood the transaction at the time it was opened to me. 

Q. What steps did you take lo see that the Trusts & Guarantee Company, 
that is your clients, had got what you thought was a proper security? A. That 
was not the question that was put to me; when the matter was talked over with 
me, Mr. Warren asked me to ascertain and give him an opinion whether the Provi- 
sional directors of the Farmers Bank had such a propriety in those notes, that they 
could endorse them over so that the Trusts Company would be holders for value. 

Q. That wasit? A. He also asked me when I met Mr. Travers to size the 
whole proposition up as to the outlook for Mr. Travers, and he also asked me when 
[ was looking through the thing to give him a general idea of the character of the 
subscription lists. : 

Q. Was this your first retainer by him? A. It was the only retainer by 
him. 

Q. And that was prior to the meeting in the office where the four of you were 
together? A. Yes, this would be about the middle of October. 

Q. Then did you about that time see the subscription list? A. I went over 
to the office of the Farmers Bank, I think it was then opposite the Rossin House 
or King St., Mr. Travers at first declined to talk with me; after a little while he 
showed me—he had the subscriptions as I recollect them on a letter file and showed 
me the form of subscription; he ran through the subscriptions, leafed them over, 
telling me who this one was and who that one was. He had not the notes, I 
understood the notes were in the possession of the lender at that time. 

Q. The Trusts & Guarantee Company? <A. Yes, but he showed me a form 
of the notes. We had a general talk over the transaction and the shape in which 
it was to be put through. 

Q. Did you form any opinion as to the validity of the notes, as compared - 
with the subscription lists, they differing in the date of payment? A. I did 
oct have any opportunity of comparing the notes themselves with the subscriptions, 
but I think probably I assumed they agreed. | 

Q. I thought he showed you a form of note? A. He showed me a blank 
note. 

Q. Do you know the form of promissory note quite well, was that all he 
showed you? A. He just showed me one of the notes they were using, as I 
recollect it ran “I promise to pay to the provisional directors of the Farmers Bank 
of Canada or order”, and then the payment. My general recollection on the 
subject is that it gathered together the last seven or eight payments that would 
have been under the form of the subscription. 

Q. And made them due ata specific date? <A. Yes. 

Q. That question appears to have arisen, the question as between the sub- 
scription and the notes that they differed, early in June sometime as between the 
provisional directors and Mr. Travers, you did not as I understand go into it fur- 
ther than you have told us? A. No, I know nothing about that. 
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Q. Did you size up the situation otherwise? A. I looked through, I heard 
what he had to say about the subscriptions and I thought it was an unusually good 
list of subscribers; it seemed to have been pretty well placed. | 

Q. That was his statement? A. And I think any one would agree who has 
gone over it that as a rule they were fairly small subscriptions, the stock was very 
well divided, and in places where he would naturally expect to get considerable 
support for his branches. 

Q. So that you reported favourably? A. I reported favourably upon that, 
that I thought,it was a good list of subscriptions. 

Q. The only point left of importance would be the validity of the deposit, the 
way in which the money was raised for the deposit with the Receiver-General? A. 
I do not think that would enter into the matter as far as the Trusts & Guarantee 
Company were concerned. 

Q. At that time Travers had made his deposit with the Dominion Govern- 
ment? A. No, he could not have made his deposit with the Receiver-General at 
that date, because as I understood it, though the cheque was drawn it had not 
been turned over. 

Q. That was probably some days before the 23rd October? A. It was 
around the 15th or 16th October. 

Q. After that this difficulty with the Laidlaw subscription comes up and 
they are got rid of? A. The date of the writ would be— 

Q. I have not the date of the writ; the fact is that the settlement that was 
made, was made on the 26th October, so that it was prior to that; then you saw 
Mr. Laidlaw’s affidavit? A. I saw the affidavit that was served with the writ, I 
forget whose affidavit that was. 

Q. You realized yourself that if the certificate was not granted by the 
department that the subscriptions with these notes would have to be returned to 
the various subscribers? A. Less the expenses, I suppose. 

Q. And then did you further realize that in every case the loan by the Trusts 
& Guarantee Company would not be paid? A. No, I would rather take the 
other view, that if the Treasury certificate had not issued we would have got our . 
nioney back from the Receiver-General. ; 

Q. You thought that? A. That would be my view; I do not think it 
came up precisely in that form. Under the Act, as I recollect it, there was no 
provision if the certificate did not issue that he should return that money; I 
presume there would be a liquidation, and ultimately he would have to return that 
money through the liquidator. 

Q. Did you consider that question as to the position the Trusts & Guarantee 
would be in if the certificate was not issued? A. Yes, that was considered but 


not in connection with the specific money in the hands of the Receiver-General. 


What was it considered in relation to? A. It was considered in relation 
to the fact that the Trusts & Guarantee Company would be holder of these notes for 


value, and that each individual maker of those notes, or the promissor in the sub- 
scriptions which had been assigned to them would have to pay the then holder. 


Q. Was that your view? <A. ‘That was my view. 
Q. Was that your view under the provisions of the Bank Act which limited 


the rights of the provisional directors to taking subscriptions and receiving the 


money? A. I cannot say that I considered that in connection with the Bank 


Act at all. 


Q. What was the phase of the matter that brought it to your consideration 
at all? A. The question of whether they could realize on the note if the certificate 


_ was not issued, and my view was that they could. 


Q. Was your opinion asked formally about that? A. In discussion by 


_ Mr. Warren. 


Q. In your instruction was that prior to the discussion about the Laidlaw 


. rite A. Yes: 
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Q. And your opinion was that as the notes were in the hands of the holder 
for value they could be collected irrespective of whether the certificate issued or 
note, A.’ Yes. 

Q. Quite apart from the question of whether the lender had notice of the 
circumstances? A. I would think so, though that specific question was not put 
to me. 

Q. You depended upon the value having been advanced? A. Yes, and 
that the whole advance was going into the funds of the Farmers Bank and be- 
coming part of the capital. 

Q. Your view would be that when it was returned by the Receiver- General 
the Trusts & Guarantee Company would be entitled to part of that money? A. I 
thought so; they might have to file their claim with the liquidators. 

Q. I am speaking of the fact of going into operation, was that your view 
then, if it did go into operation? A. If the certificates were issued ? 

Q. That the money would come back and pay you off? A. No, on the con- 
trary I had the impression wherever I got it, that the Trusts & Guarantee Company 
would hold those notes and would be paid as the man paid his notes. I did not 
know-anything about they were going to get a bulk sum repayment. 

Q. But the question then was confined to the possibility that the certificate 
would not be granted? A. It would not be granted, and whether they could 
collect the note. 

Q. Your client’s position with regard to that; you became solicitor of the 
bank after that? A. After the organization meeting, I understand there isa reso- 
lution of the Board appointing my firm solicitors; the retainer itself was not fixed 
until the following June, if I recollect right. 

Q. And after the passing of the resolution did you continue to act as solicitor 
of the bank? <A. Yes, we continued to act as solicitors of the bank, and I think 
we were solicitors down to the time of the suspension. 

Q. Were the documents that were got in settling with the Laidlaw share- 
holders handed to you to advise as to what should be done? A. No, I do not 
remember ever seeing them. 

Q. Did the matter of those shares, or what had been done come before you at 
all up to say the 27th November? A. No, the provisional board were in authority 
until that time, it did not come at all. 

Oey did not come before you; you say the provisional board---? A. The 
elected. board would be elected at the meeting. of the 26th November; until that 
time it would be the provisional directors that would have charge. 

Q. The organization meeting then was after the issue of the certificate when 
the permanent directors were elected? A. No, the certificate could not issue 
until after that meeting and the election of the directors. 

Q. That is what I thought, it precéded the issue of the certificate? A. Yes. 

Q. Prior to the issue of the certificate you were acting as the solicitor of the 
bank? <A. That I’could hardly say. I was acting under Mr. Travers’ instruc- 
tions in preparing for the organization meeting, but 1 do not think there was any 
resolution appointing me until after the organization meeting. 

Q. It may be in the other set of minutes then? A. I should hardly think 
so; I had no communication at all with the provisional directors. 

Q. J suppose you are aware of the resolution which was passed on the 8th 
October, directing the provisional directors to honor a power of attorney to Travers 
for the purpose of endorsing all notes? A. I knew nothing of it. 

Q. Did you prepare the by-laws that were passed at that meeting? A. Of 
the 26th? 

Q. Yes? <A. I assisted in the preparation of them. 

Q. You think there was a resolution peed by the regular directors? A. 
So I was informed. 


oe 
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Q. That I suppose is how you came to be consulted prior to the 2%th Novem- 
ber, with regard to the application for the issue of the certificate? A. No, I 
think I have already said that Mr. Travers asked me if I would act and prepare 
the papers, and I mentioned the matter to Mr. Warren, and he said he had no 
objection. 

Q. You prepared the declaration which Mr. Travers swore to I think before 


. you on the 27th? <A. Will you let me see the declaration? 
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Q. I can show you a copy of it? A. My recollection is that I dictated the 
formal parts of that declaration to some stenographer in Mr. Travers’ office, leaving 
blanks for him to fill in. . 

QQ. I would like to know whether you prepared it? A. In that way I prob- 
ably can be said to have prepared it. 

Q. Prepared in your office? A. No, I think it was in Mr. Travers’ office I 
dictated it. 3 

_  Q. What had you to do with the preparation of it? A. I think I dictated 
the formal parts of that, leaving the blanks to be filled in. ; 

Q. And he filled them in, you think, in his office? A. His stenographer 
did; he gave the information to the stenographer I suppose. 

Q. Then it was—? A. It was declared before me in Mr. Travers’ office if 
I recollect right. 

Q. And I suppose after the blanks had all been filled in and completed? A. 
Certainly. 

Q. Did you look at the exhibits that were then marked? A. I presume 
they may have passed through my hands, but I do not remember giving any exa- 
mination of them. 

Q. You did not inquire from Mr. Travers as to whether the gentlemen named 
as directors had agreed to take—? A. I knew nothing of that. 

Q. You did not inquire from him? A. No;I probably in the dictation as 


I recollect would come to that point and then go on with my dictation and he 


would fill in the blank. 

Q. There was a good deal set out in the prospectus, I want to know whether 
you had any knowledge of it? A. No, I had no knowledge at all. ° 

Q. The list of subscribers, Exhibit D, what had you to do with that? A. 
With the actual list? 

Q. Yes? A. With the list itself I had nothing to do. 

Q. When did you see that first? A. I fancy when I marked it as the exhibit 
to that declaration. | : 

Q. The first time you saw it? A. I think so. 

Q. What had you to do in its preparation? A. The only thing I recollect 
is that the day after the organization meeting being in in connection with getting 
the papers ready for the application at Ottawa, and Mr. Travers introducing me to 
Mr. Fitzgibbon—I think Mr. Fitzgibbon came into the room, and Mr. Travers 
asked me to explain to Mr. Fitzgibbon the way in which he, Mr. Travers, had dealt 
with the note that was discounted. 

Q. What note? <A. A shareholder’s note that was discounted with the Trusts 
& Guarantee Company. Mr. Fitzgibbon did not ask me any question, but I said as 
I understood the transaction, the note that had been given by the subscriber had 
been endorsed to Mr. Travers without recourse to the bank, that Mr. Travers had 
obtained a loan of the amount of the note, and that Mr. Travers was paying in that 


amount upon that subscriber’s subscription, so that the effect of the transaction, as 
I understood it was, that as between the bank and the shareholder the bank ad- 


mitted that the share was paid or part paid to the amount of the note, but as 
between the subscriber and Mr. Travers or the then holder of the note the sub- 


! scriber was liable on his own personal obligation. That is what I said to Mr. Fitz- 


gibbon. 
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Q. You just came in and Mr. Travers asked you to tell Fitzgibbon? A. To 
explain what had been done. 

Q. You must have known of course what had been done? A. I knew that 
he was applying the monies, the proceeds of these notes upon the subscriptions, of 
course. 

Q. How did you know that? A. Mr. Travers told me he intended to do 
that. 

Q. You are speaking of one individual note in this conversation? A. Yes, 
that is as far as ib went with Mr. Fitzgibbon. 

Q. You are speaking to him of one individual note? <A. I was just taking 
the instance to make it clear to Mr. Fitzgibbon; I thought from what Mr. Travers 
said that Mr. Fitzgibbon wanted to know in what relation the bank would stand to 
that shareholder and in what relation that shareholder would stand to Mr. Travers 
who held the note. ; } 

Q. Mr. Fitzgibbon was interested in those legal questions? A. I do not 
know if he was interested; he looked intelligent; he did not make any comment or 
ask me any questions. | 

Q. You must have had some conversation with Mr. Travers as to the subject 
before to be able to give that? A. At the time of my first interview with Mr. 
Travers. 

Q. Tell us what conversation you had with him which prompted this remark. 
to Fitzgibbon? A. I did not: know I was going to be asked to meet Mr. Fitz- 
gibbon. 

Q. Tell us what had occurred previously that prompted this remark to Fitz- 
gibbon when you were asked to give it? A. I could not tell you that. Back in 
October when I first met Mr. Travers, Mr. Travers had explained to me how he 
proposed to apply the money he was obtaining? 

Q. What was his explanation? A. His explanation was just as I was re- 
peating now, that he proposed to apply the money that he received in payment on 
the subscriber’s share, and I asked him the question and brought out the answer 
from him that as between the bank and the shareholder the share would be either 
fully paid or part paid depending upon the amount, but as between the shareholder 
and the person who held his note, the shareholder would still be liable to pay his 
note. 

Q. Would be liable to the Trusts & Guarantee Company? A. Yes. 

Q. It was with reference to discount there you were discussing? A. Yes, 
I wanted to know how he was going to get this money into capital. 

Q. You of course knew that $110,000 of notes had been pledged for an 
advance of $80,000? A. No, my information was that there was $100,000 of 
notes and monies payable under subscriptions; I understood it covered both; I did 
not know that there were notes to the extent of $100,000. 

Mr. CoMMISSIONER: You mean not to $110,000? A. What I mean is that 
I did not know there were notes to the amount of $100,000. I thought the security 
from my information was notes and assignments of specific subscriptions and the 
monies payable under them were these subscriptions not represented by note. 

Q. Notes to what amount? A. I did not know how many notes, how 
many subscriptions. | 

Mr. Hoperns: Do you mean to say then that neither from Travers nor from 
Warren did you learn the true transaction, the way in which it was being carried 
out? <A. I only know what I am saying and if the transaction is different as it 
appears to be then I did not know the true transaction; I was not brought in 
at the beginning of it. 

Q. You do not appear to have got from Travers any distinct idea as to how 
many notes he was putting up, how many stock subscriptions, in what form they | 
were being handed over, and the exact amount of money to be advanced? A. 
$80,000 was the amount and $100,000 of security given. 
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Q. And in what form? A. I did not know how much of it was note and 


how much of it was assignment of subscriptions. 


Q. You did not know that from Travers? <A. No. 
Q. Did you in advising Mr. Warren’s company ever ascertain exactly what 
had been done between Mr. Travers and the Trusts & Guarantee Company, to get 


. this money? A. I had no discussion with Mr. Warren. 


Q. Is that the position you occupied? <A. Yes. 
Q. That being solicitor for the Trusts & Guarantee Company— A. I was 


not solicitor for the Trusts & Guarantee Company generally. 


Q. Being asked to advise Mr. Warren upon this transaction that you did not, 
either from Travers or Warren, get the exact details of what was being done? A. 
As I understood what Mr. Warren was asking me was whether he was getting 
proper title to these in that way; as to the amount, it was a matter of indifference 
to that question. 

Q. You must have been in considerable haze as to the exact situation when 
you sat down to advise Mr. Travers on his application for the certificate? A. I 
did not advise on that, I knew it was being done; it was the only way in which it 
would become capital. 

Q. When you went into the office and saw Fitzgibbon? A. I thought Fitz- 
gibbon came into the room where Mr. Travers and | were. 

Q. Had you the list with you? A. No, sir, I saw no list. 

Q. What were you discussing? A. That is I say Mr. Travers asked me to 
explain to Mr. Fitzgibbon the relation in which the bank would stand to that share- 
holder whose note had been discounted and the proceeds applied. 

Q. Did you know that the notes had been individually discounted and specific 
sums advanced by the Trusts & Guarantee Company against each specific note? A. 


_ No, I do not know that, and I do not think that was the cage. 
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Q. How were you advising or giving an opinion to Mr. Fitzgibbon about the 
relation of one shareholder to Travers and one shareholder to the Trusts & Gua- 
rantee Company? A. It appeared to me obvious that if Mr. Travers had applied 
upon the subscription the amount of his note, paying up that subscription— 

Q. The face of the note? A. Yes, paying up that subscription, and had it 
so entered in the books of the bank, the bank could not afterwards say to that sub- 
scriber his share was unpaid; that seemed to me obvious. 

Q. Now, you did not even know there was $100,000 of notes and did not know 
how much was made up by an assignment of the subscriptions? A. That is true, 
but I am told since that there was no assignment of subscriptions. 

Q. How were you in a position to advise Mr. Fitzgbibon or anybody else that 
Mr. Travers had obtained upon any specific note the face value of that note and. 
pretended to pay it upon the share? A. I did not think I was undertaking to 
advise Mr. Fitzgibbon, I was explaining the transaction as I understood had taken 
place between Mr. Travers and the Trusts & Guarantee Company and the bank. 

Q. And you have already told us what knowledge you had to found that 
advice on? <A. Yes. 


Q. Although Mr. Travers and Mr. Fitzgibbon have told us that in addition 
to crediting certain amounts, which by the way did not pay the notes up in full, I 
am instructed at all in any case, they spread a number of payments as they call it 
on subscriptions on which nothing had been received, and they say that that was 
communicated to you and that you advised that that was all right? A. I do not 
understand that they put it precisely that way, but if anything was said to me it 
would be in this connection: there was more security given than the amount of the 
advance and it seemed to me it was open to Mr. Travers to apply so much of that 
advance upon part payment of any of these and not treat the whole of it as paid. 
He was giving more security than the advance he was getting. 
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Q. If so he would not have enough to go around? A. If he had the assign- 
ment of a subscription, $500, if he had the assignment of that, or that had been 
assigned to the Trusts & Guarantee Company, Mr. Travers could apply $100 and 
the first hundred that that man paid would belong to the Trusts & Guarantee Com- 

any. 
: "Q. What about the balance? A. The balance would belong to the bank. 

Q. Could Travers apply that on anvthing he liked? A. I do not think so. 

Q. How far do you differ from these gentlemen who have spoken to your 
knowledge? A. You will have to tell me what they have said. 

Q. Before we go through that your position is you understood and told Fitz- 
gibbon that the money raised by Mr. Travers upon a note could be applied to pay 
that as between the bank and the subscribers up in full? A. Could be applied by 
Mr. Travers, could be paid in by Mr. Travers and the bank would have to give 
credit for it to the shareholder. It seemed to me in the result that the shareholder 
was in the position of having a share paid, but still owing his debt to a third party. 

Q. Were you in the room and did you hear Mr. Fitzgibbon’s evidence? A. 
Part of it only. | 

Q. Mr. Travers says this; he was asked, “ Did that $291,300 include the $100 
you told me you borrowed ”—that $291,000. is the amount shown on the list as 
paid up? <A. “Yes, that would include that.” 

Q. .So that then it would not be true they had not been paid? <A. It had 
been paid by the subscribers themselves. 

Q. “How did you fix that up, Mr. Travers, if I may put it that way, to put ~ 
in that $100,000 where did you show it? A. We spread it over various sub- 
scribers who had not paid anything, but had given their notes. * 

Q. “To that extent itis not true? A. It is not true to that extent. 

Q. “You say ‘we’, whom do you mean by we? A. I presume I was the 
most responsible one, but there were others that were assisting me. 

Q. “Who were they? <A. Dr. Nesbitt, J. G. Fitzgibbon and our solicitor 
Mr. Hunter.” Then a little lower down: “ Did Dr. Nesbitt know they were false? 
A. He knew that we had used monies that I had borrowed to pad out the state- 
ment. 

Q. “Did Fitzgibbon know? A. Fitzgibbon, knew that. 

Q. “Did Hunter know that? A. And Hunter knew it.” Then further 
down: “ When you speak of spreading, what do you mean? A. We took the 
$80,000 and filled out opposite various names ”. 

Mr. CoMMIssIoNER: I notice there he first speaks of $100,000; that is a mis- 
take, is it not? 

Mr. Hopeins: No, because he borrowed not only $80,000 but also an addi- 
tional amount. 

Q. “Anything spread in that—the $100,000 spread in that one? A. The 
spreading was done in the other one I think. 

Q. “ When you speak of spreading, what do you mean? A. We took $80,000 
and filled out opposite the various names. 

Q.. “ Money they were supposed to have paid in cash? A. Exactly. 

Q. “Did anybody know that was being done? A. I do not think it was 
known outside of the parties I have named. 

Q. “That is which ones? A. That was Dr. Nesbitt, Mr. Fitzgibbon, Mr. 
Hunter and myself ”. 

Q. How far is that correct? A. That is correct to this extent, I knew that 
the $80,000 that was being obtained by Mr. Travers from the Trusts Company was 
reaching the capital stock as payments in for various shareholders, but as to what 
was paid on any one shareholder I had no means of knowing and never did know. 

Q. Did you know that they were attributing to people who had not paid at 
all monies borrowed from the Trusts & Guarantee Company? A. Not unless they 
had something of that subscriber that they had discounted. 
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Q. If they had his stock subscription? A. If there was an assignment of 
the monies under a stock subscription I would consider it was perfectly open to Mr. 
Travers to use part of the bulk sum he had obtained and apply it as part of that 
subscription. . 

‘Q. You and Fitzgibbon and Travers agree practically? A. Except I do 
not wish it to be assumed that I was present and took part in the adjustment of 
the amounts. I knew that the capital when that transaction was finished included 
$80,000 of money that had been procured by Mr. Travers and paid in for the 
shareholders, and I understood he was going to do that at the time of my interview 
in the middle of October. 

Q.. I want to make it quite clear, you did know that the amount which was 
being raised was being applied partly on the outstanding liability of those who had 
given notes for it, and also upon the outstanding liability of those who had given 
no notes, but who had subscribed for stock? A. I would) not say that, but in 
each case I understood from what Mr. Travers said that they had money in their 


- hands, which they were able to transfer from the lender, and that the proceeds of 


that was being applied, but as he was giving security in excess of the actual amount 
he was receiving he had the right to choose which he would pay in full and which 
he would only part pay. 

Q. Then you do not vary very much? A. I think that position was sound 
2s a matter of law, as I understood the facts. 

Q. Then you do not disagree with the statements they have made? A. If 
that statement does not go farther than I have said we certainly do not disagree. 

Q. The statement goes this far, that the application of those monies was not 
merely upon those whose notes we discounted, but also upon those subscriptions upon 
which nothing had been paid? A. If there was an obligation in their hands 
that they had transferred to the lender. 

Q. You have said you understood there were subscriptions transferred and 
nctes. A. I understood there was an assignment of the monies payable under 
these subscriptrons, but I did not understand what Mr. Fitzgibbon said this morning ~ 
that in the case of particular subscriptions that had been taken after that date and 
dated back that there were monies applied out of this advance, I did not know that; 
I understood it was applied in the case of existing subscriptions and where some- 
thing had been placed in the hands of the lender which was available for the loan 
to collect from the subscriber. 

Q. You limit yourself to those which had been transferred to the Trusts 
Company on the $80,000 loan? A. Yes, on which the liability had been trans- 
ferred to the Trusts Company such as they could cellect. 

Q. You would think that they had done what was perfectly proper? A. As 
far as I knew at that time they did what was perfectly proper. 

Q. J explained what they did? <A. Jf what Mr. Fitzgibbon said this morn- 
ing they did do, then they did something that was improper. 

Q. In what respect? A. That in respect of certain subscriptions that were 


: taken after the date of the transaction with the Trusts Company, dating these 
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subscriptions back and applying a part of the proceeds of this advance to those 
specific subscriptions, I do not see what authority they would have to do it. 

Q. You mean that was improper because it was after the time when you gave 
them that advice? A. No, the lender had nothing in his hands to show the 
liability of these people to pay; there is where the hinge is. 


Q. If the Trusts & Guarantee Company had an obligation from a shareholder 
on which he had not given a note and if that obligation were assigned you think it 
would be quite right to represent that to the Government as being a payment of 
part of the $250,000 under the Bank Act? <A. I do not like the question in that 
form; if you will allow me to answer with this qualification: it seemed to me that 
the section of the Bank Act was only concerned with the quantum of capital that 
was paid in, that they were not concerned with who paid it in. 


120 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. I did not understand from what you said that you had considered that 
section of the Bank Act? A. Certainly I had considered that section of the 
Bank Act. 

Q. You had given him an opinion? A. No, I was talking that matter over 
with Mr. Warren, I was not advising Mr. Travers at that time. 

Q. Did you give that as an opinion to Mr. Warren? A. I said that that 
was my view of that section of the Act, that the Act was only concerned with the 
quantum that had reached capital account and was not withdrawable from the 
capital. 

Q. I cannot ask you to construe an Act of Parliament, but would you mind 
if I read you that section, and then see if you are still of that opinion? A. Yes. 

Q. (Reads section of the Bank Act). Do you think that “Thereof” had 
any significance? A. It means of the capital bona fide subscribed. 

Q. And was the money that they were spreading over these lists part of that 
$500,000 subscribed? A. As I view it Mr. Travers had paid in for the amount 
of the subscriber’s obligation; then that certainly was paid in in respect of sub- 
scribed capital. 

There is no other way in which it would become capital. It had to be received 
in respect of some shares of the subscribed capital to reach capital. 

Q. Would you say Mr. Travers or anybody could put up a certain amount 
of money to get a certificate from the treasury and if he chose to say I apply this 
on A.B. or Mr. C.D. that satisfied the Bank Act? A. That satisfied that section 
of the Bank Act. 

Q. You would not see anything improper in getting a certificate that way? 
A. I did not see anything improper ; I thought that was all right. 

Q. So that if Mr. Travers and Mr. Fitzgibbon acted in that way they have 
got your countenance? A. Mr. Travers explained what he was going to do before 
he got that money; I could not see there was anything wrong in what he was 
proposing to do, as I understood the matter. 

And you had told Mr. Warren that? A. I told Mr. Warren that, 
certainly. 

Q. You went down with Mr. Travers to Ottawa? <A. Yes. 

Q. Whom did you see in connection with the issue of the certificate? A. 
Mr. Travers asked me to go down to argue this same proposition of law on that 
section if the question arose. 

Who with? A. If the question arose to argue it with the Department - 
of Justice. I told him the usual proceeding was, as I understood, if questions arose 
they were referred to the Department of Justice. 

Q. Did you argue it with them? A. I was not asked to. When I went 
down Mr. Travers and I walked up to the Department, that is the Finance Depart- 
ment and if I recollect right it was Mr. Ross we met, the chief clerk—I have for- 
gotten whether he was chief clerk—Mr. Travers produced his papers and laid ° 
them down; Mr. Ross told him there could not be any meeting of the Treasury 
Board to consider this matter for four or five days at the earliest, so I said to Mr. 
Travers, “I will go back and I will come down again on a telegram.” 

Q. What day did you get there? A. It would be on the 28th I was there. 

Q. Were you aware that Mr. Boville submitted all those papers to the Depart- 
ment of Justice that day? A. No, I knew nothing of that. 

Q. You were not asked to see him? A. No. 

Q. The question you had feared was not raised? A. I could not say that 
I feared the question. 

Q. That you anticipated? A. Mr. Travers anticipated the question to be 
raised; and he asked me if I was prepared to argue it, and I said I was; and he 
asked me if I would go down and argue it if raised. 


Q. What made you go and look over all the original subscriptions? A. I 
think Mr. Fitzgibbon is wrong there; I do not think I looked over the original 
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subscriptions, but I thought if I had to argue that thing that I would have to show 
substantively that this money that had been received from the Trusts & Guarantee 
Company had reached capital a:count, and the only way, as I say, in which it could 
reach capital account was that it be received in respect of shares subscribed, and I 
went in to see Mr. Fitzgibbon to say to him that in support of that argument when 
it came up we would probably have to produce the shareholders ledger, and I 
wanted to be assured by him that those amounts had been placed to the credit of 
the respective shares. I do not remember seeing the subscriptions at all. 

Q. He says you went over the original subscriptions which are produced? A. 
{ have no recollection of that. It would be the foundation that it had reached the 
ehares. 

Q. This sort of thing is what we showed to Mr. Fitzgibbon? A. I do not 
remember asking about that at all; it was the other matter that was present to my 
mond... 

Q. What was the other matter? A. That the amount that had been bor- 
rowed by the discount of the notes had actually been placed to the credit of par- 
ticular shares. 

Q. Did not it strike you as somewhat peculiar you should do that when the 
very list that you and Mr. Travers took down contained that allocation? A. But 
in support of the argument it is altogether likely you would have to produce the 
original books of entry in which those were entered. 

Q. And did you find that allocation made in the books that you saw with 
Mr. Fitzgibbon? A. He produced some book to me in which he showed me a 
column of figures and said that was it; I had no means of checking it up. 

Q. What was the use of looking ‘at it? A. I wanted to know it had been 
done. 

Q. Could you identify the book? - A. I do not know. 

. What was it? A. It would be one of those large books; I think this is 
the book. (Exhibit 20). | 

Q. Show me the columns? A. (Shows). 

Q. ‘Total payments? <A. Yes. 

Q. Would that be the column, the last column but one on the page that was 
filed in? A. That is what I think he showed me that that included in 
respect of each of the shares upon which the proceeds, the discount had been 
applied included the amount to the credit of that share, and that it had reached 
capital account in other words. 

Q. But would not it be of very great importance to you to know that pay- 
ment had actually been made? A. I knew that payment had been made. 

Q. How did you know the payment had been made? A. Because the pro- 
ceeds of the money were in the hands of the Bank of Montreal. 

Q. But that is arguing in a circle, that is assuming it had been made and was 
applied ; you are here now looking at the book to see if that is so which had occurred 
before you went down? A. But you do not quite understand what I am at; 
they might have made a bulk entry in their books that so much had been received 
in respect of capital stock; that would not seem to me to satisfy the requirements ; 
it must be received in respect of specific shares; no bulk entry would carry it. 

Q. Do you say that that book—because we can compare it afterwards—do 
you say that that book is the book you relied upon and saw in November, 1906? 
A. That seems to me to be the book subject to what Mr. Fitzgibbon will say. 

Q. Which column? A. The column of total payments. 

Q. But that is total payments up to the time the bank failed. 

Mr. Commissioner: Look further back on the other page. A. Is Mr. 
Fitzgibbon here? 

Mr. Hoperns: No. A. I think that is the book. (Exhibit 20.) - 


Q. Tell me the column you speak of? A. It would be the total payment 


~eolumn as of the date I looked at it. 
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Q. ‘Take it there “L”, this would be something around the time; but you 
notice here a date in 1907 on that first column on the second half of the page? A. 
T would have to ask Mr. Fitzgibbon what book he showed me; it looked like that 
book. 

Mr. Commissioner: It is simple enough; these entries are made in 1907; 
that is the book as it was completed up to that time with those two first columns; 
the first two columns were the subscription payment and alloted. 

Mr. Hoperns: There is one dated there in February, 1907. 

Mr. Commissioner: As I understand he did not attempt to check all those. 
He was trying to ascertain whether that had been done, and Mr. Fitzgibbon pro- 
duces this book and says “ Here is the book which shows I have dene it”? A. 
That is so. I expected if the matter came up in that form they would have to 
produce what corresponded to their stock ledger to show that money had reached 
capital account. 

Mr. COMMISSIONER: You want this to be the book as an indication that that 
kad been done, and the assurance of Mr. Fitzgibbon that it had been done through- 
out? <A.. Yes. 

Mr. Hoperns: Did you get his assurance? A. He told me it had been 
done, and it looked to me that it had been done as far as I could tell. 

Q. Did you compare the stock list that went down with the book at all? A. 
Not at all. 

Q. .Did you ask any one? A. No. 

Q. Did you ask any one if the stock list down in Ottawa corresponded with 
the book? A. No; I assumed it did. 

Q. Did you ask him? A. No. 

Q. Mr. Fitzgibbon’s letter is dated November 29th, that you had called to 
see, and had gone over all the applications and informed Mr. Fitzgibbon that they 
were all in first class shape—? A. I do not remember going over the applications 
at all. 

Q. This is November 29th, and it was written the day you werein? A. Yes. 

Q. Would not he probably. be more correct? A. I do not know, I am speak- 
ing from my recollection that that is what I went in to see, and what seemed to me 
material to the case. 

Q. Did you take any pains to see whether the shareholders, known as the 
Laidlaw shareholders had been included in that list? A. No, I.did not know 
whether they were or not. 

Q. You did not ask about it? A. But looking back upon it and reasoning 
I would expect they were, if that list speaks as of the date of the notice calling the 
meeting. I do not know as to what date the list speaks of, but if that is the govern- 
ing date, it would include those. 3 

Q. And Peeeey poe AL thinle.So: 

Q. Why? A. Because if the declaration or the list speak as of a date 
anterior to the row with Laidlaw’s clients, it ought to include them... 

Q. They ought to be represented as bona fide subscribers on the 27th 
November? A. If the governing date is the earlier date then it would not be 
the 2%th November. 

Q. That is they should be put in that declaration if the declaration set out 
that they were bona fide subscriptions on a certain date? A. If the governing 
date—and my recollection is that Mr. Travers was obstinate upon that point that 
the governing date was the date of the notice in the ‘ Gazette’ calling the meeting of 
the 26th November; that would be one month prior. 

Mr. CoMMISSIONER: ‘The statement in the affidavit is, “On the 23rd day of 
October there had been actually bona fide subscribed.” 


Mr. Hopeins: ‘That is what you mean? A. Yes, if that is the governing 
date. I disagreed with Mr. Travers there and I tried to argue with him and he 
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was obstinate and he thought the Act spoke altogether as of the date when the 


notice started to run. 


Q. Well, that is perfectly correct that he says on the 23rd October there had 
actually been bona fide subscribed $507,057 in shares—the list, Exhibit D we are 
discussing is said to be a list of the subscribers correctly setting forth as to each 
subscription, the name of the subscriber, his address, the number of shares sub- 
ecribed for by him, the amount of such shares, the amount paid in thereon. Hach 
cf said. subscriptions i is a bona fide subscription ‘to the capital stock of the said bank? 
A. Again speaking of that governing date. 

Q. It does not speak of the governing date, it speaks of the date of the 
Ceclaration? A. Is the list dated? 

Q. No, it does not appear to be. You were only the one day in Ottawa? A. 
Yes, I expected to go back again. 

‘Q. Had you occasion to advise Mr. Travers while there upon the subject? 
A. Of this? 

Q. Yes? A. No; the talk we had had was the day before. 

Q. In Ottawa you did not have to advise him at all? A. No. 

Q. Mr. Fitzgibbon’s letter refers to those three cheques that were sent down; 
do you remember what Mr. Travers said about that? A. I was trying to re- 
collect; it runs in my- mind that he had, when he got through in Ottawa, to go 
down to Montreal on some business; I think there was some mix-up about a lease 
that some agent had taken for the bank, and he had not the money with him for 
what he would do in Montreal, and he told me when I was in seeing them, to tell 
them to send him down some cheques, whether it was one, two or more, I do not 
know, but I did not know what the purpose of the cheques was. 

Q. You had no part in connection with the issue of the certificate; you did 
not go back to Ottawa? A. ‘The first I heard was the certificate had issued. 
rs Q. You heard that from Travers? A. I think Mr. Travers telegraphed his 
office. | 

Q. And then he came up here? <A. Yes, but I think he came by way of 
Montreal; it was some days afterwards and then T saw him. 

Q. Did you learn from him that the Minister had pointedly asked him whe- 
ther the money had been borrowed? A. No, I am almost certain that that did 
not come out. What Mr. Travers told me was a matter that was rather different. 
He said he had got a good introduction to Mr. Fielding, that he had produced to 
Mr. Fielding his testimonials as a banker, that Mr. Fielding expressed himself as 
pleased to find the affairs of the bank were in the hands of an old and experienced 
banker, and Mr. Travers said to me that he had his Treasury certificate in twenty 
minutes after his interview with Mr. Fielding, and that that was the ground of 
the decision, the affairs of the bank were in good hands. 

Q. What Mr. Fielding wrote Mr. Travers I will read to you: “We have 
been told that in some cases the subscribers did not actually pay in-cash but gave 
notes to the provisional directors which were used to raise the money..... I shall 
be glad to have an assurance that nothing of the kind has taken place in relation to 
the subscriptions for the Farmers Bank, but that the amounts set forth in the 
application as having been paid up have in every place been bona fide cash pay- 


ments.” <A. The first I knew of that was when the papers were produced in the 
_ House. 


Q. Mr. Travers never-told you at all? A. No. 

Q. And his answer would be written in the light of the conversation with 
what he knew you had done, and the conversation with you as you told us advising 
him? A. I do not see how he could answer that on any advice I gave him, 
because my advice was to argue the law. 

Q. He got rid of you? A. No, Ido not think he got rid of me, I think he 
expected me back, but it looks to me as if he took the line of least resistance when 


the thing came up. 
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Q. He said he got it in twenty minutes? A. That is what he told me, 
after he had the interview with Mr. Fielding he had his certificate in twenty 
minutes; that the point Mr. Fielding was making—Mr. Travers had shown me 
previously some of these letters, a testimonial from the General Manager of the 
Merchants Bank, and some others, I have forgotten whom, as to his long and suc- 
cessful experience as a banker; and what seemed to be troubling Mr. Fielding ac- 
ccrding to the way Mr. Travers spoke to me was that the affairs of the bank might 
be in the hands of a man who was not a banker, and therefore would give the 
Government trouble sooner or later, and his anxiety was relieved,—I think those 
are the words Mr. Travers. used in quoting Mr. Fielding—that his anxiety was 
1elieved when he found out the affairs of the bank would be in the hands of an old 
and experienced banker. 

Q. Did he mention what introduction he had had? A. Yes. 

Q. What did he say? A. He said, the chief Liberal Whip had introduced 
him. 

Q. Did he draw any money when you were down there? A. Not to my 
knowledge. 

Q. Did you know as to any of the subscriptions said to be ante-dated ; you hav 
confined your evidence so far to the $80,000 loan? A. Yes. 

Q. There was subsequent to that from the Trusts & Guarantee Company a 
$20,000 loan? <A. I did not know that until after the suspension. 

Q. You were not consulted in any way? A. Not consulted at all with 
regard to that. 

Q. You did not know, did you, about these subsequent subscriptions? A. 
No, and I heard some evidence this morning that I can hardly agree with. 

Q. What is that? A. That is as to a $50,000 subscription of Lindsay’s; 
my recollection is that at my first interview with Mr. Travers that I came across 
that subscription in looking through the subscriptions and asked him about it. 

Q. What did he say about it? A. He said first of all that he had at that 
time subscriptions to the amount of five hundred and sixty odd thousand dollars 
and that that fifty thousand dollars was not part of the five hundred thousand 
dollars needed under the Act, and then he explained that subscription that Mr. 
Lindsay had been canvassing various people whom he had been unable to close with, 
but had promised stock at par, and he was subscribing for $50,000 to be able to 
carry out the promises he had made, and that in any event the first installment 
upon the subscription would be paid, because the bank were going to be owing him 
considerable sums of money for commission; so that my recollection is that that 
$50,000 was in at the time I saw that subscription, about the middle of October. 

Q. You see the subscription dated the 22nd October? A. Again that sub- 
scription would be dated after the time I saw it, if that is the subscription I saw; 
but I have a distinct recollection of discussing a Lindsay subscription for that 
amount with Mr. Travers in his office on King St. 

Q. He may have had the document; was it in application form? A. An 
application. 

Q. He may have had that and not put it in, not intended to use it? A. I 
co not know about that. It was on the letter file of the subscriptions, because that 
was the large subscription and that is the one I asked about. 

Q. You think it was before the 22nd October? A. My interview would 
be before the 22nd October; that is correctly dated the 22nd October, I could not 
have seen it when I was in Travers office. 

Q. Look atitand see? <A. Yes, this is dated October 22nd. 

Q. Is that the one yousaw? A. That I cannot say; I do not think I could 
have seen that one on the day I am speaking of. 


Q. Was the one you saw dated? A. That I cannot say; I think I remem- 
ber clearly the amount 500 shares, but I do not remember anything else because it 
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would be a matter of considerable importance to me at that time if there was a 
subscription of $50,000 to be counted to make up the $500,000. 

Q. Why would it be important? A. Because the basis of it was $500,000 
subscribed, and $50,000 by a stock solicitor might not be assumed to be bona fide 
subscribed. 

Q. That was your impression? A. Yes, I wanted to know something about 
his means and why he was subscribing. 

Q. Did you inquire about his means? A. From Mr. Travers and Mr. 
J'ravers said the first installment, the commissions that the bank would be owing 
him would answer the first installment. 

Q. He did not go further as to that? A. -No, but then he went on and 
made the explanation that there were parties to whom Lindsay wished to be able 
still to transfer some shares at par. 

-Mr..CoMMIssIONER: Do you happen to know any special reason why you 
were retained by the Trusts & Guarantee Company in this transaction? A. I 
hardly looked upon it, sir, as a retainer by the Trusts & Guarantee Company. Mr. 
Warren and I had discussed a like transaction that had taken place in connection 
with an insurance company some time before. 

Q. You think that is the reason? <A. Yes. 

Q. It had nothing to do with your connection or supposed connection with 
the Farmers Bank? A. I had no connection with the Farmers Bank. 

Q. Any connection or supposed connection you had with the Farmers Bank— 
it had not? A. He knew I had no connection with that. 

Q. Ido not quite understand how you work out the idea that nobody would 


_ he hurt; it would be impossible for anybody to be hurt by the transaction that was 


entered into in the way in which the credits were given. Supposing a man that 
had given his note for $1,000 had got credit for $500 on his own transaction and 
$500 had gone to the credit of John Smith who was not worth a brass farthing, 
how would he be helped when he was called upon to pay the balance of his note 


after he had paid his $1,000 to you, where would he be as to your clients? <A. I 


looked upon it my people were advancing only $500 of the $1,000 in the first 
instance. 

Q. I am not talking about security of the lender; I am talking about the 
fairness to the subscribers; one subscriber has given his note for $1,000, money is 
borrowed upon that, half of the money attributable to that note is applied in pay- 
ment of his stock, the other half is applied in payment of stock of somebody else 
vho has paid nothing? A. J did not understand the transaction was taking that 
shape; I understood that where the whole amount was not applied that the lender 
vas only loaning the amount that was applied on that particular note. 

Q. I thought it was a bulk loan upon all the notes? A. It was a bulk 
loan but it would have to be distributed ; for example, if in the case you quote, the 
man had given his note for $1,000 and only received credit for $500 in my view the ~ 
Trusts & Guarantee Company could only collect the $500; they held security in 
excess of the amount of their Ioan. 

Q. I thought the idea was that the Trusts & Guarantee Company were bona 
fide holders for value of these notes and could collect the full amount; it seemed to 
me there would be a difficulty there? A. In practice that ought to have been 
solved with Mr. Travers filing with the Trusts & Guarantee Company the amounts 
he had appropriated to the particular shares, and the share certificates should have 
been lodged there, showing the amounts paid, and as the man came in to the Trusts 
& Guarantee Company he should have had the obligation handed back and the | 
share certificate. 

Q. The Trusts & Guarantee Company had not very much security if they had 
simply the subscription for the stock, had they? Supposing the bank had not 
gone on? A. I think the promise to pay could be collected ; it could be collected 
by a liquidator. 
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Q. Collected by the bank? A. It could be collected by the liquidator of 
the bank. 

Q. Don’t you think Mr. Travers, when he was putting in the hands of the 
Minister a declaration that on the 23rd October there was so much bona fide sub- 
scribed and so much actually paid, ought as an honest man to have communicated to 
the Minister the fact that with regard to 210 or 219 shares these shares had been 
practically repudiated and the bank had recognized the right to repudiate—did not 
that look like a dishonest transaction? A. I would not like to characterize it as 
dishonest. 

Q. Ifa man had thought about it, would not he have thought it his duty to 
bave communicated? A. The Finance Department according to all I have seen 
since had the whole correspondence with Mr. Laidlaw in their office at that time. 

Q. All that was said by Mr. McCarthy in withdrawing his protest was that 
his clients had been settled with; there was nothing to indicate that they had been 
bought off—not using that in any offensive sense—that they had been settled with 
by taking the stock off their hands? A. It would have been better at the end of 
the share list to have added the note that as to 219 shares they would be in the 
hands of other holders. 

Q. Had you any acquaintance with Mr. Travers before you came into com- 
munication with him about this bank? A. No communication at all, no knowl- 
edge of him. 


Mr. Hoparins: There is evidence that was given—I do not know that it was 
of very much importance, but it was given by Mr. Hughes Charles of Montreal. 
It is in reference to a conversation he had with Mr. Stratton. I do not know whe- 
ther to bring him here or not, because it is only as to a sentence, a short conversa- 
tion, and I do not know whether you would care to use the evidence that he has 
already given. If so I can put that in. | 

Mr. CoMMISSIONER: How is that relevant, a statement of something that Mr. 
Stratton may have said? 

_ Mr. Hoperns: It will have its relevancy when we come to investigate the 
Trust & Guarantee Company. , 

Mr. CoMMissIONER: You had better wait till we reach that. Is Mr. Stratton 
{c be called? 

Mr. Hopeins: Yes. 

Mr. CoMMISSIONER: It would be better to examine Mr. Stratton about it 
and. put it in in contradiction if necessary. 

Mr. Hoperns: Would there be any objection to putting it in and reading his 
evidence; or would you rather have Mr. Charles here? 

Mr. CommisstoneR: I do not think there is any objection. When Mr. 
Stratton is examined, if he has any view about it that he would prefer to have him 
here, we can deal with it then. | 

Mr. Hoverns: I will mention it again before putting it in. 

Mr. ComMIssIonER: I do not see any object in bringing him here. 

Mr. Hoperns: However, I would rather, I think, mention it afterwards. 
The Commission adjourned at 4 P.M. to 11 A.M. tomorrow, March 21st, 
lod. 
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The Commission resumed at 11 A.M. March 21st, 1912, at Osgoode Hall. 


PRESENT: 


THE CoMMISSIONER, Hon, Str Witt14AmM MEREDITH. 
FRANK E. Hoparns, K.C. and J. THompson, K.C. 
I. E. WELDoN. 


ARTHUR R. SHAVER, Sworn, examined by— 


Mr. Hoperns: Q. What was your position in the Farmers Bank? A. 
Transfer Clerk. 
What banking experience had you? A. None prior to that. 
When did you join the Bank staff? A. About the end of October, 1906. 
Employed by Travers? <A. Yes, sir. 
What had you been doing before that? A. Accountancy. 
Then you were familiar with figures at all events? A. Yes, sir. 
You did the writing out of cheques, didn’t you? A. For a short time. 
For how long? <A. A few weeks. 
Beginning about when? <A. Just about the time I speak of until the 
organization. 

Q. The organization meeting? <A. Yes. 

Q. It would be abouta month? A. Yes, something like that. 

Q. You kept this cheque book and wrote out the cheques in it? <A. For 
the most part, yes. 

Q. Do you remember three blank cheques being torn out and sent to Travers? 

I recall it now. 

Q. Just look through and see if you can tell where those were taken from? 


Pease see. 


A. No, I cannot trace them. 


_ Q. Look at the cheque I show you, number 23, do you find that? A. Yes. 

Q. What do you find that to be for? A. Here it is expenses W. R. Travers 
and W. H. Hunter to Ottawa and Montreal re Treasury Certificates $100. 

Q. Is that the cheque corresponding to it? A. ‘That should be, yes. 

Q. Isitin your handwriting? <A. Yes. 

Q. Would the three cheques be after that? A. I could not say. 

Q. What do you remember about it? A. I don’t remember anything 
about it. 

Q. You see the stubs are written in your handwriting? A. Yes, very 
likely afterwards. 

Q. Quite probably; that would tell you something about it; you see the stub 
of number 25 has the date altered and the stub of number 26 has the name altered; 
cun you tell at all which were the three cheques? A. I would not think 25 was; 
that is a local cheque for salaries. 

. Why was the date changed on that? A. I could not say. 

Q. Have you looked at the cheque? <A. No. 

Q. Take the next one, number 26, that was formerly drawn to one McCor- 
quodale. | | 

Q. Have you any recollection of that? A. No. 

Q. Who was McCorquodale? A. He sold some stock for the Provisiontal 
Directors. 

Q. Why is it changed to Guthrie & Pringle? A. I could not say. 

Q. In whose handwriting is the change made? A. Mine. 

Q. Take the next cheque No. 27, marked “ Cancelled ”, is there any explana- 
tion at all of that, do you know anything about it, why is it marked “ Cancelled”? 
A. I could not say. 


Q. You have no memory at all? A. I cannot recall. 
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Q. You are the man in charge of that book, who did all the writing in it? 
A. Yes, most of it. 

Q. The next cheque is December 4th, $10? A. Yes, sir. 

Q. And at the bottom, cheque 30 is also marked “Cancelled”; you can 
throw no light on it at the present time? A. I cannot recall why those things 
were done. 

Q. Perhaps before you:go you will look at the cheques which are in and 
compare them with the book; I will perhaps speak to you about it later on; did 
you know C. H. Smith? A. Yes. 

Q. And do you know anything about the terms of the settlement with Smith? 
A. Nothing. 

Q. What had you to do with the matter? A. Nothing. 

Q. Nothing at all, not even carrying out instructions as to his payment? 
A. Well, I heard afterwards; I handed him money on only one occasion, and I 
heard afterwards there was Pea of. some ‘sort, but at the time I knew 
nothing about it. | 

Q. Tell us what money you handed him? A. I handed him $1,800 in 
the Traders Bank, in the elevator in the Traders Bank. 

Q. On whose instructions? A. Mr. Travers. 

Q. What instructions did he give you? A. None, further than what I 
have said. 

Q. What were they? A. As TI said to hand that to Mr. Smith. 

Q. You knew Mr. Smith? A. Yes. 

Q. And did you take the cheque and get the money? A. Yes. 

Q. You had taken the cheque and cashed it, had you? <A. Yes. 

Q. Can you find it in the book; how long after Travers came back from 
Ottawa was it? <A. I cannot say. 

Q. Is this the stub, on the 19th December? A. Yes, that is it. 

Q. That is $1,800; is that the date you gave it to Smith? A. I gave it to 
Smith immediately upon cashing it; I could not swear to that. 

Q. Travers endorsed it and you drew the money? A. I drew the money. 

Q. Farmers Bank circulation I suppose? A. No, sir, there was no circula- 
tion at that time; the Farmers Bank was not opened; I went down to the Traders 
Bank and I got this money and I walked down from the Traders Bank into the 
elevator and I met Mr. Smith and I handed him the money. 

Q. What was the reason of handing the money instead of the cheque? A. 
I do not know. 

Q. Did Smith give you anything? A. He gave me nothing. 

Q. He did not return an J.0.U.? A. No; any more than he said he 
expected this. 
Q. You did not know what it was for? <A. No. 

Q. What is the number of that cheque? A. 52. 

Q. Is that the cheque (Part of Exhibit 8)? A. Yes. 

Q. Endorsed by you? A. Yes. 

Q. How was that $1,800 charged up, was it to Commission Account? A. 
I think so. 

Q. Yes, I see that is charged to Commission Account in the ledger; the 
cnly thing I want to ask you about this morning is certain cheques that were 
given to Mitchell; do you remember those cheques? A. Yes, Mitchell is a broker. 

Q. What cheques did you take over to him? A. I did not take over any 
cheques to him; I drew out some cheques to his order. 

et | suppose you cannot remember the amounts of those cheques? A. Not 
off hand, no. 

Q. Were they large cheques? A. Yes. 

Q. How many were there all told? <A. Two I think, certainly not more 
than three. 
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Q. You drew them up and what did you do with them? A. I gave them 
to Mr. Travers. 

Q. Did he instruct you as to why he wanted them? A. No, simply asked 
me to draw them. | 

Q. Is that all you had to do with it? A. Yes. 

Q. Did you see corresponding cheques given back from Mitchell? A. No. 

Mr. Hopains: That is all in the meantime. 

Mr. ComMMIssioNER: Would these cheques go into your Cash Book? A. 
Yes. 

Mr. CoMMISSIONER: You could probably turn up your Cash Book about 
McCorquodale; perhaps there will be some explanation.of that; you may have paid 
him cash. 

Mr. Hoperns: You might look at the Cash Book and look at the cheques in 
the meantime. 


WILLIAM J. LINDSAY, Sworn, examined by— 


Mr. Hopveins: Q. You are described as a stock seller in the papers I have, 
would that be right? A. Yes, sir, at times. 

Q. How long have you followed that occupation? A. Occasionally for the 
last ten years thereabouts. 

Q. Previous to this had you been getting up insurance companies? A. 


Q.. Subsequent to this? A. No, in a retail dry goods and travelling. 

Q. Subsequent to getting up subscriptions for the Farmers Bank you had 
been in retail dry goods? A. I had promoted another company in the interval, 
sold stock for another previous to that. 

Q. I am asking you if before you promoted the Farmers Bank you were 


getting up an insurance company? A. No, sir. 


Q. Was that afterwards? A. No, sir. 

Q. Never had anything to do with the promotion of an insurance company ? 
A. No, sir. 

Q. How long before you started with the Farmers Bank had you been selling 
stock? A. Possibly for three years. 

Mr. CoMMISSIONER: I thought you said ten? A. Three years, and since 
the Farmers Bank would he just about ten. 

Mr. Hoperns: You have been a stock seller ever since you started three 
years before the Farmers Bank matter? A. Yes. 

Q. You kept it up ever since? A. Yes. 

Q. And of course you knew Travers? A. At the time, yes, I had known 
of him; I never met him until November prior to the time that he entered in the 
Bank; I had known of him. 

Q. Can you give me the date and the year you are speaking of? A. Novem- 
ber or December, 1905. | “ | 

Q. You and he were boarding together? A. Yes, he came in from Win- 
nipeg, he drifted in there. 

. You were talking of your abilities as a stock seller? <A. No. 

Q. At all events you undertook to sell stock, did you? A. When? 

Q. At the time when you met Mr. Travers? A. Not when I first met 
him; we had been in ti:e boarding house for five or six months before anything 
was done. 

Q. Would that bring you to the summer of 1906? A. No, some time in 
March or April, the beginning of April. . 
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Q. Then at all events you made the arrangement you were going to get stock 
taken up for the Farmers Bank? A. Yes. 

Q. The commissions you got all told amounted to over $25,000 according to 
the kooks of the bank? A. No, sir, I did not. 

Q. How much will you admit you got? A. That is altogether from the 
time that I started to sell until the time I quit? 

Q. Yes; I said your commissions as found in the books of the banks 
amounted to somewhere around $25,000? A. Somewhere around $21,000 as 
near as I can recollect. : 

Q. (That would be 10%? A. No, sir. 

Q. On the par value of the subscription? A. No, sir. 

Q. What would it be? A. Up to the time the bank was organized I do not 
think I cleared quite 3 1-2%. 

Q. Who did you divide it up with? A. Travers. 

Q. Did he get half of all the commissions? A. He got a good deal more 
than half; he had full control. 

Mr. CoMMISSIONER: Half of this $21,000? A. No, sir, altogether. 

Q. He got half the commissions you earned? A. No, sir. Before the 
Bank was organized I was supposed to get half the commissions; after the organiza- 
tion I got 10%, $10 per share on the stock sold at 125. 

Mr. Hopeins: Prior to the organization were you dividing up with anybody? 
Ay es. 

Q. Who? A. With Travers. 

Q. After the organization were you dividing up? A. No, sir. 

Q. Was there 10 per cent. prior to organization, so that you would get five 
and Travers five? A. He had a contract for 10 per cent.; he made a contract 
with me for 10 per cent., which he afterwards side-stepped, and said that was not 
the understanding. 

Q. What was the arrangement, did you get 10 per cent. and divide half with 
Travers, was that the arrangement, according to your idea? A. No, I did not; I 
was only to get half. 2 

Q. Of what? A. Of what he was getting after the expenses had been 
deducted. ‘ 

. Q. The expenses were your Expenee, you mean? A. Yes, and he also put in 
his expenses. 

O. That is travelling and so on to get stock subscribed? A. Yes. 

Q. When you say over $21,000 is that what you got yourself? A. About 
that amount, as near as I can remember. 

Q. And that amount you did not divide up with anybody, that was your 
share? A. A portion of that I had to divide with sub-agents again. 

Q. But that was your own look-out? A. No, that was not my own look- 
out; that should have been deducted out of the whole; that should have been part 
of the expenses. 

Q. That was your contention anyway; but what I want to get. at is the 
$21,000 was what you got personally and was not subject to division with Travers? 
ALY No. 

Q. Although you had to give some to your sub-agents? A. Yes, and my 
expenses were to be taken out of that $21,000; and they were very heavy. 

Q. How much would that amount to? A. My expenses, I don’t know; the 
first trip I went to England it cost me probably between $1,000 and $1,500, and 
the second trip 

Q. Have you ever made up what your expenses were? A. My expenses were 
around $5,000. 

Q. Did you ever make them up? A. It was made up in the suit that is now 


pending: 


FARMERS BANK INQUIRY 131 
SESSIONAL PAPER No. 153a 


Q. Of Lindsay v. Farmers Bank and W. R. Travers? 

Mr. CoMMISSIONER: Your expenses were about $5,000? A. Between $4,000 
and $5,000. 

Q. Without the sub-agents? A. Yes. 

Mr. Hoperns: You don’t mean you paid out four or five thousand dollars 
apart from what you paid your sub-agents? A. You cannot go to England and 
spend six months there—— 

Q. If you say so? A. As far as I can remember. 

Q. . You say you spent $5,000 apart from what you paid your sub-agents? A. 
Somewhere around those figures. 

Q. Have you any way in which you can verify that? A. In the brief I pre- 
sume it is there still. 

Q. That is in the brief in the Lindsay suit against the Farmers Bank? A. 


Yes.. . 
Q. And that was made up from something you supplied? A. Yes. I do 
not know whether that is on file in the solicitor’s office or not. 

Q. You will get that? A. I will try to. 

Q. You were outselling stock from about March, 1906, till the close of 1906 
on down to the organization? A. Yes. 

Q. And bringing in the subscriptions? A. The greater part of the time. 

Q. ‘Travelling all over? A. Yes. 

Q. And-of course you know there was a great deal of dissatisfaction with a 
great many of your subscriptions? <A. Yes, after the Ontario Bank failed. 

Q. You give us that date, that is the first objection to your subscriptions? 
A. Largely so, as far as I was concerned, yes. 

Q. Had you been successful towards, say October, 1906, in getting the full 
amount of the Bank’s capital? A. In September the 15th or the 18th, according 
to Mr. Travers’ statement there was $485,000 subscribed. 

Q. That was a letter from him? A. Yes. 

Q. And that gives us a pretty good date to start from? A. That is only 
speaking from memory as to date. 

Q. Have you looked up your letters recently? A. Not since last November. 

Q. You have a pretty good memory? A. It was fairly well impressed on 
my memory at that time. 

Q. That is his letter to you (letter of the 24th September)? A. Yes, 
$489,000. 

Letter 24th September from W. R. Travers to W. J. Lindsay filed as 
EXHIBIT 22. 

Q. So that on the 24th September there was registered and allotted stock to 
the amount of $489,500, and “ there is only $10,500 that we can now sell at par so 
if any of your friends out there would like to obtain a few shares of the stock they 
will have to do so quickly. We are making a great effort to put up our Government 
deposit next week and a little generosity on-the part of our subscribers will enable 
us to do so. If you can induce some of the people out there to pay up to the extent 
of fifteen to twenty thousand dollars I will guaranteed that the Government deposit 
will be made next week and we will have an office of the Farmers Bank open and 
doing business in Milton thirty days thereafter.” He speaks of your friends out 
there, are you a County of Halton man? A. I was working out there at that 
time. 

Q. That does not answer the question? A. That is as far as I was asso-~ 
ciated out there, the work I had done out there. : 

Q. Your friends there, who was he alluding to? A. I had made a great 
many friends out there. 

Q. Selling stock? A. Yes; I had as much as five and six and seven of them 
at the foot of the stairs before eight o’clock in the morning; before I was out of 
bed in the morning waiting to subscribe for stock. 
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Q. Waiting to subscribe for stock? A. There was one morning I took $15,- 
500 before I had breakfast. 

Q. What time did you breakfast that morning? A. About 10.30. 

Q. I thought a stock seller had much’ more difficulty ? aN After the second 
week the smallest week I had was $18,000 or $20,000. 

Q. What time was that? A. It was May, ‘June and July. 

Q. In September they were cooling off a bit? A. Yes. 

Q. You were breakfasting earlier then. In consequence of that letter what 
did you do? A. I was selling stock and getting the subscriptions. 

Q. You kept on selling stock and getting subscriptions? A. Yes. 

Q. How many did you get between that date and the 22nd October? A. I 
could not say. 

Q. Where will we find that, in the books of the Bank? A. I don’t know. 

Q. Did you hand in the subscriptions on printed form? A. Yes. 

Q. And you always initialled them? A. No. 

Q. Did you keep a list? A. No. 

Q. How would you know what you were to get commission on? A. That 
would be an easy matter in the Bank. 

Q. Explain how if you did not keep a list, how would you expect to find out 
what your commission amounted to? <A. The books of the Bank would show. 

Q. We have to look at the books of the Bank to see? <A. Yes. - 

Q. Is that your sole record? A. Yes. 

Q. You were pretty familiar with these subscriptions? A. No, I am not 
eny further than-when I obtained them and handed them in, I do not think I ever 
had the opportunity of seeing them scarcely. 

Q. You were opens with the terms on which all your subscriptions were 
made? A. Oh, y 

Q. And re eee made to the people? A. Yes. 

Q. You had occasion some time later to examine the list of subscribers, had 
you not? A. No, sir. 

Q. Or the list of stockholders, which was it? A. You mean when the suit 
was pending? 

Q. I don’t mean to give you any date at all. I want to know if you can 
remember that you ever. did examine the list of shareholders? A. No. 

Q. Just look at this letter, it is a copy of a letter, perhaps you will say that 
is a copy of one of your letters to Mr. Travers, November 13th, 1907. A. Yes. 

Letter November 13th, 1907, filed as EXHIBIT 23. 


Q. It says: “Dear Mr. Travers: I find on looking over Bank blue book 
that you have included therein several names that are not or should not be on the 
list as shareholders. Is this not a most serious violation? You have to sign such 
I would say as being correct, it looks and listens like as though you were taking a 
chance. Pardon me for making any reference to this, as you _can rightly say it is 
none of my business; so therefore I apologize. Yours truly, W. J. Lindsay.” That 
is your letter; what was the Bank blue book you looked at? A. Published by the 
Government. 

Q. Up to what time would that show the list of shareholders ? A. I do not 
remember just up to what time. 

Q. Would it not be the 31st December, 1906? A. I presume it would. 

Q. Who were the shareholders you alluded to in that letter? 

Mr. COMMISSIONER: You had better get that Blue Book. 

Mr. Hoperns: To what subscribers did you refer when you said he was tak- 
ing a chance? A. There were two subscriptions over in Flint, Michigan, that 
were only conditional subscriptions. 

Q. Give me their names? A. Matthew Davidson and Flint P. Smith. 

Q. Amounting to how much? A. $5,000 each. 


FARMERS BANK INQUIRY 133 
SESSIONAL PAPER No. 153a 


Q. You say those were the ones you referred to? A. Those were the ones, 
yes. 

Q. The only ones? A. I don’t remember; I think there is a possibility that 
- those were the only ones that I remember; those are two that I knew were condi- 
tional. 

Q. You do not say so in the letter? A. No. 

Q. “Several names,” you say? A. Yes. 

Q. That would mean more than two? A. Yes, it might; several might be 
two and might be more. 

Q. Which did it mean? A. I was only speaking in a general way there. 

Q. What does it mean? A. I could not say. 

Q. “Is this not a most serious violation,” can you tell me what led you to use 
that expression? A. “I understood in furnishing a list of names to the Govern- 
ment that a man had to make an affidavit to it, and he was sworn to it, that was all. 

Q. What was the occasion of your writing this letter to him? A. He had 
said something about these two names, and I looked it up and I found they were— 
well I don’t know exactly what brought it about. I did not know that I had it; I 
a not remember having written that letter until I was going through my files 

t year. 
Q. This was produced at your trial? A. Yes. 
Q. You knew all about it from then on? A. Yes, I did not know until 
Mat Cameron had uncovered it in my papers. 
| Q. You throw no light on this deal except as to the two names? A. Those 
are the two I remember of. 

Q. What happened after that letter telling him he took a chance, what ar- 
rangement did you make with Mr. Travers? A. I do not remember of anything 
ever having been said about it. 

- Q. He never replied? A. I never got a reply scarcely from him. 
| Q. How long did you continue selling stock after that? A. For two months 
or three months. i 

Q. And you made no new arrangement in consequence of that letter? A. 
As far as that was concerned it was past and gone. 

Q. You made no new arrangement subsequent to November 13th, 1907? A. 
No. That may have come out—I don’t know what was the cause of it. 

Q. Look at this letter dated the year before, December 7th, 1906, did you get 
- that letter from Travers? A. Yes. 

Letter December 7th, 1906, from Travers to Lindsay filed as Exuisir 24. 

Q. In that letter of December %th, 1906, he says: “At a meeting of the 
Board of Directors of this Bank held on the 26th November last a resolution was 
passed placing the balance of the stock of this Bank up to a million dollars in your 
hands for sale at a premium of 25%. It was understood, of course, that a certain 
amount of stock now on our books which has. to be replaced could be done so by 
you at par. You are to be allowed $10 per share for selling it payable on payment 
of the 25% premium.” What stock was that? A. I don’t know. 

Q. He says it was understood that a certain amount of stock now on our 
books which has to be replaced could be done so by you at par? A. That was not 
understood by me. 

Q. Did you act under this letter? A. Yes, but I did not sell any at par. 

Q. Did you act under this letter? A. Yes, but I say I sold no stock at par. 

Q. You sold no stock at par after that, after December ?th? A. No. 

Q. The books won’t show that? A. I don’t think so; there were ten shares 
that I took a subscription for in Strathroy, if I remember ‘correctly, which never — 
was filed for some reason or other, I don’t know what the cause of it was. 

Q. What was the name of the man? A. Bulley or Wolley, I don’t remember. 

Q. You did not understand that reference in the letter to the stock which had 
to be replaced? A. I never paid any attention to it, never took it up with him. 


134 REPORT OF COMMISSION 
: 3 GEORGE V., A. 1913 


Q. You never enquired what it meant? A. No, and I never sold any stock 
at par. . 

‘ Q. Why did not you enquire when he said it had to be replaced, why did not 
you find out what he meant? A. That letter I got it and I lost it, it was mis- 
placed until the fall of 1908 or 1909. 

Q. Your statement is that you did not understand or that you did not speak 
to him about it, and that you did not act on it? A. Selling stock at par, no. 

Q. Replacing certain other stock? A. No. . 

Q. Had it any reference to certain shares, what we may call Mr. Laidlaw’s 
eubscriptions? A. That I do not know. 

Q. Perhaps you took care not to enquire? A. I never made any enquiry. 

Q. Had it any connection with the letter that you wrote a year afterwards, 
on November 13th, saying you had seen it in the Blue Book? A. I could not say. 

Q. Is that the best answer you can make? A. Yes; I had no recollection of 
what really brought about the writing of that letter until, as I tell you, some time 
in 1908 when it was resurrected out of my papers. 

Q. You mean you found out since what was the cause of it? A. No, I found 
the copy of the letter. 


Q. You do not suppose Travers would write to you to replace stock which 
you had not had subscribed; the letter looks to me as if it was some of your own 
stock, some stock for which you had obtained subscriptions that was being replaced ? 
A. In that letter it may possibly have been in connection with my subscription of 
$50,000: of stock which I subscribed for, as I had one man who afterwards became 
a Director and who was going to take $30,000 or $40,000, and I said I would 
endeavor to retain that for him so that he could get it at par; he had not made his 
financial arrangements whereby he could finance $30,000 or $40,000, but he said 
he would take it and become a Director of the Bank as soon as he could straighten 
himself away. 

Q. Who was that man? A. Mr. Menzie. 

Q. You naturally must have understood that letter? A. Unless it was 
referring to that. ? 

Q. I don’t want you to guess at it? A. I am not guessing, and I am not 
saying the actual facts; I may have read it over and passed it up with that in my 
mind, because I never saw the letter again until away along in 1908. 

Q. Are you saying now that that is what that letter refers to? A. I could 
not say. 

Q. This appears to be the Blue Book; will you look at that list and tell us 
what names you noticed in it? A. This is not the Blue Book; is there not another 
Blue Book than this? 

Q. You know when the Bank was organized? A. Yes, 1906. 

Q. Do you find those, what are called the Laidlaw Shareholders on that 
list? A. There is one there. 

Q. That is Smith, of Flint, you are referring to? A. Yes. You want to 
know now if I find the Laidlaw ones? | 

Q. Yes? A. I don’t remember the names. 

Mr. CoMMISSIONER: They do not appear to be here, and I think one of the 
witnesses said they were not in this. : 

Mr. Hoperns: You do not find what we know as the Laidlaw Shareholders 
there? A. No, the Flint people are there. 

Q. It could not be in reference to the Laidlaw Shareholders? A. No; ap- 
parently the Flint people. 

Q. Those had been got out of the way before that? A. I could nos say. 

Q. Did you know anything about them? A. No, sir. 

Q. You did not know anything that had been done with it? A. No, sir. 

Q. You spoke of that letter possibly having reference to Mr. Menzie’s sub- 
scription? A. To my own subscription. 
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Q. You were giving an account of your own subscription? A. Yes. 

Q. How much was Menzie going to take up? A. He was going to take up 
thirty or forty thousand dollars; he afterwards took up forty thousand dollars and 
paid for it in full. 

Q. Who was Menzies? A. A gentleman who resides here in the city. 


Q. What was his business at that time? A. The Menzie Wall Paper Com- 
pany. | 

Q. He failed disastrously shortly afterwards, did not he? A. I could not 
gay. 

Q. This, I suppose, is your subscription? A. Yes, 500 shares. 


W. J. Lindsay’s subscription for 500 shares filed as EXHIBIT 25. 

Q. You do not pretend you were able to pay that stock up in full? A. If 
everything had gone along all right, but I did not take it with the object of paying 
it up in full; I took it with the object that Mr. Menzie assured me he would come 
in for thirty or forty thousand, and out of my commissions I could quite easily 
afford to handle the whole ten or fifteen thousand myself. 

Q. You know the date of it? A. Yes, I see when it is dated there. 

Q. When was it signed? A. It was signed about September or first October 
when I made arrangements with Mr. Travers, and he said he would endeavor to 
hold it in that way for me. 

Q. Signed when do you say? A. About the end of September. 

Q. Then this subscription was put in at a time when you knew only $10,000 
was needed in subscriptions? A. It was after that had been obtained. I was out 
in Milton and I made up my mind that the amount had been secured and it was 
after the $500,000 had been subscribed, I felt there was about $500,000 subscribed, 
but it was subsequent to that letter, and having had an interview with Mr. 
Menzie—— 

Q. Is Mr. Menzie here now? A. I could not say. 

Q. You don’t know where he is? A. He is in the city quite frequently. 

Q. You say that at the time you made the subscription $10,000 had been 
subscribed? A. That was my recollection. 

Q. And that you signed this towards the end of September? A. Yes. 

Q. Why was it dated the 22nd October? A. It was not dated at the time. 

Q. Whose writing is the date in? A. It is not mine. 

Q. Whose is it? A. W. R. Travers. 

Q. Why did not you date it, you were a stock seller and taking subscriptions 
every day in the week, why did not you put the date in? A. Because I was not ~ 
sure whether they would let me have it or not. | 
) Q. You did not know whether it was going to be used or not? A. I did not 
. know whether I was going to get it or not at par. 

. You did not know whether they were going to need it? A. It was not 
that at all, it was for the object that I have just stated, that I signed for it, and 
that Mr. Menzie, as I stated before, took the $40,000 and it was not transferred. 

Q. Did you ever pay that up, or was not that subscription cancelled? A. It 
was afterwards cancelled. I tried to have it transferred at various stages when I 
was selling stock, when I discovered it had not been transferred to Mr. Menzie, and 
I endeavored to have a portion of it transferred from time to time and Mr. 
Travers would not permit it. 

Mr. CoMMISsIONER: ‘Transferred to whom? A. To various subscribers that 
I was placing the stock with. 

Mr. Hopeins: Did you ever transfer it to Menzie? A. No. 

Q. That was the man that you had in view when you took it? A. Yes. 

Q. Do you remember when it was cancelled, how soon it was cancelled? A. 
It was cancelled when he would not allow me—I got a letter from him, 1 do not 
know where that letter is, you will probably have a copy of it in the bank—I was 
down north of Brockville selling stock, and I had sold, I have forgotten two or 
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three or four thousand dollars worth and I wanted to commence to transfer it then, 
and he said no, that the directors would not permit it. I think it was 1908. I had 

a letter from London where they wanted to take the balance of the stock, and I got 
a letter from Mr. Travers—— 

Q. I do not want the letters unless I see them. I would like to see them? 
A. You will have them in the bank; I may be able to dig them up. 

Q. You had subscribed for fitty shares as well? A. Yes. 

Mr. CoMMISSIONER: They were cancelled on the 18th March, 1908, accord- 
ing to this book (Exuisir 18). 

_ Mr. Hoverns: That is your subscription for 50 shares? A. Yes, sir. 

Subscription of W. J. Lindsay for 50 shares filed as EXHIBIT 26. 

Q. Did you put the date on that? A. No, sir. 

Q. Who did? A. Mr. Travers. 

Q. Who signed your name to that subscription? A. I guess I did. 

Q. And put nothing else there? A. I filled the fifty and I signed W. J. 
Lindsay and William John Lindsay. 

Q. In taking subscriptions dia you always leave the date out? A. Not as 
a rule. 

Q. Always putitin? A. Yes. 

Q. Very important is it not? A. I do not know just what importance is 
attached to it. 

Q. That makes 550 shares all told? A. Yes. 

Q. That is $55,000? A. Yes. 

Q. The record is that 440 out of that were cancelled? A. Yes. 

Q. Is that right? A. I was not there when it was cancelled I could not 
say. I got a letter and I am not just sure of the figures, but I think it was 440 
or 445. 

Q. They could not have collected $44,500 from you? A. If everything had 
gone along smooth in the bank they could; if I could have sold the last four or 
five hundred thousand as easily as I sold the first three or four hundred thousand 
there would not have been any trouble. 

Q. Cancelled 18th March, 1908; you had had a year to sell stock? A. 
Things had not gone along; there were two banks had gone by default, and it had 
changed the color of the investment of a bank security. 

Q. So that in March, 1908, they could not have collected that money from 

you? A. No. 
| Q. You transferred the balance to Mr. Travers? A. I think there was fifty 
shares transferred, I would not be sure of the number. 

Q. Justa little prior to the suspension? A. Oh, no, surely not. 

Q. It was within sixty days after? A. Oh, no. 

Q. Yes, I see it is prior to the sixty days; it was about the 18th March? A. 
That was signed in blank; I don’t know just when it was. 

Q. Did you pay anything upon the 550 shares? A. That was discussed and 
afterwards Mr. Travers stated there was $9,150 credited up to my account out of 
commissions. 

Q. Did you pay anything on these shares? A. Only in that way. 

Q. ‘The statement of Mr. Travers that there was so much credited on them 
——? A. Out of my commission due me. 

Q. Have you found out since that is not the case? A. No. 

Q. And that there was nothing ever paid upon those shares? A. I have not 
had an opportunity to find out. 

Not inquired from the liquidator? A. The liquidator gave me notice, 
the $9,150 that we discovered, that is in the examination in my case mien Mr. | 
Travers and the bank. 

Q. The liquidator put you on the list for 550? A. Yes, 
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Q. And showed no payments? A. He showed no payments but $500 on the 
five shares. 

' Mr. ComMIssionER: Apparently disregarding this transfer. 

Mr. Hopeins: Yes, the liquidator disregards this as being a proper can- 
cellation. 

Mr. CoMMISSIONER: The transfer, 50 shares. 

Mr. Hopains: 100 shares? A. I could not say how much. ~ 

Q. The record is two transfers of fifty shares each? A. I could not say 
what it was. 

Q. What did you sign? A. He asked me to sign the transfer, he wanted 
some of it for some purpose. 

Q. Travers never made any attempt, and the bank never made any attempt 
to make you pay up on those shares? A. No, sir, but I tried to have them trans- 
ferred. 

Q. Was there an understanding on which you were to take out and get other 
people to replace? A. There was no understanding. 


Q. I thought that was the understanding you communicated to Travers? A. 
There was no understanding. I said I wanted $50,000 worth of stock at par, that 
I had some friends that were coming in and I wanted to be able, and I had prom- - 
ised, to give it to them at par when they were ready. | 

Q. I would have thought that was communicating with Travers? A. The 
way you asked the question I thought it quite different. 

Q. Then there was no understanding that that should be done? A. I made 
the request what I wanted it for. 

Q. And did Travers assent to that? A. I signed it and he said he would 
try and put it through with the provisional Board. 

Q. He assented to it conditionally on it being put through? A. He said he 
would try. 

_ Q. He understood thoroughly what your idea was? A. Yes. 

Q. And that was the time it was handed to him? A. Yes. 

Q. ‘And he had the privilege of using it later had he? A. I did not attach 
any privileges to it. 

Q. When did you learn whether your condition had been isoaptea or not? 
A. Ido not know just when. 

Q. Did you learn any dealing had taken place with the stock any time in 
October? A. I do not know just when. 

Q. You do not know? A. No, I know that it was arranged that it should 
be given to me at par, I know that. 

Q. Between the 24th September and the end of September.when you say you 

signed that had you had-$10,500 of stock taken up? A. I could not say. 
| Q. You said you understood it had been taken up, who did you understand 
that from? A. I think I came in and Mr. Travers said whatever it was made 
five hundred odd thousand dollars, five hundred and eight thousand dollars or 
something. 

You came in from where? A. From being out in the field securing 
stock. 

Q. You came in towards the end of September? A. I do not know Just 
when. : 

Q. The end of September, 1906, and he told you then that had been taken 
up so that the list was complete in your idea? A. Yes. 

Q. Did you know anything about the application for the certificate ; did you 
attend the organization meeting as a shareholder? A. Yes, I was there. 

Q. November 26th that was? A. Yes. 

Q. You attended that meeting? A. Yes, I was there. 

Q. You heard the report of the provisional directors read I suppose? A.- 
Yes. 
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Q. You knew the election of directors took place? A. Yes. 

Q. You remeriber the amount of the stock taken up was read out then ? 
A. I presume it would be possible. 

Q. Did you realize the amount; you knew the $500,000 had to be reached 
and you tell me it had been reached before you gave this subscription for these 
later shares, 500 shares? A. I know it was either completed or about completed. | 

Q. If it was read out at about $572,000 you would know your shares were 
included? A. J think they had arranged I should have it. 

Q. You knew they had been included? A. Yes, before that. 

Q. You knew before that that it had gone through? A. Yes. 

Q. You were considerably interested in the certificate being granted, were 
you not? A. I don’t know where the interest was—it was none of my business. 

Q. Why not? A. Why? | | 

Q. Where were you going to get your commissions if the bank never opened 
for business? A. I suppose I considered a man does business that his commissions 
are due and payable as soon as he has done his part. 3 

Q. Did not you sue the Farmers Bank for these commissions? A. I did 
later. 

Q. Your idea all along was that the Farmers Bank should be responsible t6 
you as soon as they opened for business? A. Yes. 

Q. You have so alleged? A. I have so alleged that Mr. Travers and the 
bank are responsible. 

Q. You knew at that time your getting commissions depended upon the bank 
going into operation? A. No, I considered after I did my business whether the 
bank had gone or not gone into business I was entitled to my commission; I had 
not taken any advice on it, that is the usual agent’s consideration. 

Q. Who had you agreed with? A. I had an agreement I was to get so much 
commission with Mr. Travers. 


Q. Had not you agreed you were to get so much commission with some one? 
A. Yes. 


Q. Who was that some one? A. ‘Travers. 

Q. You had no claim against the bank? A. Not up to that time. 

Q. And did not care whether it went into operation? A. I was quite anx- 
icus to see it go into business; I had done my part. | 

Q. You did take a part in helping the certificate through? A. No, sir. 

Q. Are you the one who got these Laidlaw subscriptions taken out? A. Yes. 

Q. If it is the case you did not take any interest in getting the certificate 
why did you start round and get these subscriptions out of the way? A. Just the 
same as Mr. Watson came in to do his part. : 

Q. Whois Mr. Watson? <A. Watson, Smoke Smith, and I put in a bill for 
$1,000 for the work I did. I understood he had got $1,000. 

Q. That is Mr. George H. Watson came in? A. I expected to get pay; . 
when I was first called in I demurred and said I would not do anything of the 
kind. | 

Q. Did you meet with Mr. Hunter, Mr. Travers and Mr. Warren? A. I 
did, about 8 o’clock one evening. 

Q. Had you been served with a writ at that time? A. No, sir. 

Q. Had any one of the four been served with a writ? A. I don’t think I 
was ever served. 

Q. Don’t you? A. No. 

Q. You were a party? A. He said I was. 

Q. You knew that the proceeding prevented the issue of the certificate? A. 
That igs what I understood. 

Q. That would completely put the thing out of business? A. It is different. 

Q. At all events you knew the end of the bank was in sight, that was the 
object of the suit? A. Yes, if they got a winding-up order. 
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Q. ‘This took place at 8 o’clock at night? A. Yes. 

Q. Who told you the winding-up order was being asked for? A. An injunc- 
tion and winding-up order. 

Q. Who told you that? A. I forget, it was discussed. 

Q: Mr. Hunter? A. It was discussed among the four of us, Mr. Watson, 
Mr. Hunter, Mr. Warren and Mr. Travers. 

Q. Was George H. Watson there? A. We met at the Dominion Permanent 
and went right down to Mr. Watson’s office; they had an appointment with him | 
that night. 


Q. Before that interview you four, Warren, Hunter, yourself and Travers 
had had an interview, is that right? A. They were practically concurrent. We 
walked from the Dominion Permanent office I think down to the other. 

.Q. ‘That was the connecting link, you had had the interview at the Dominion 
Permanent before? A. It was only just a matter of calling to meet Mr. Warren 
there to go to see Mr. Watson. 

Q. ‘That is probably quite correct, but I want to find out if there was a 
meeting, and did it take place in the Dominion Permanent, and did you discuss 
the matter? A. It was discussed, it was put up to me: Would I do so-and-so, 
and go out and take them out, and I at first refused, I demurred, and said I would 
not, they were good and legitimate subscriptions. So then they went on to thrash 
the matter out and they said it was the only way, that is to take Mr. Laidlaw out 
and leave him completely 

Q. Are you mixing up the two interviews? A. Oh, no. 

Q. I am trying to confine you to the one before you went down to Mr. Wat- 
son’s office for the moment? A. No, I am telling you what happened. 

Q. What happened before you went to Mr. Watson’s? A. Yes, in a general 
way as I remember it. 

Q. In this writ these people charged fraud and misrepresentation in getting 
their subscriptions? A. One-half of the people that are included there had not 
given instructions to Mr. Laidlaw at all when I went out to see them. 

Q. That is not the point? A. How could they allege fraud when they had 
not instructed him. | 

Q. You admit there were some who had instructed Mr. Laidlaw? A. There 
were some. 

Q. And did those allege fraud and misrepresentation? A. I don’t know; 
there was no fraud and misrepresentation as far as I was concerned. 

Q. Did they allege it? A. JI don’t know whether they alleged it or Mr. 
Laidlaw alleged it. 

Q. You say at that interview that night that nobody said they are alleging 
fraud and misrepresentation and these are your subscriptions? A. Yes. I said 
they were good and valid, every one of them, and I demurred at first and refused 
to go. 

Q. You knew the charge was made against you in connection with these 
subscriptions, that they were obtained by fraud? <A. Yes. 

Q. Did you know that they alleged that quite a number of gentlemen—Major 
Beattie for instance—that these parties were alleging that he had never promised 
to be a director, and that his name was on your prospectus? A. Yes. 

Q. Did you know that that was involved in it? A. That was not true. 

Q. Major Beattie says it was true? A. That is not true, I have a letter. 

Mr. CoMMISSIONER: You can put that in later. 

Mr. Hopetns: Did you discuss the fact that the subscriptions had been 
changed in amount, that this was charged in the writ? A. Yes; I refuted that. 

Q. You denied everything that was charged? A. Yes. I might say I think 
Mr. Laidlaw’s apology on that matter can be—— 

Q. I only want to get at what occurred at the meeting, and if you want to 
make a general statement now that you denied all the charges there is no objection 
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to your making it, but I want to get at what was the matter of discussion that 
night: ‘“ An ‘injunction to restrain the Bank, and so on, from using, drawing . 
upon and paying or transferring any money. notes, or other obligations received 
from the Plaintiffs. An injunction to restrain the Bank, the Provisional Directors, 
the General Manager and their officers, servants or agents from publication of a 
notice to call the meeting of the alleged subscribers: of the shares of the capital 
stock, from making application to the Treasury Board for a certificate under 
section 14 and 15 of the Bank Act. The appointment of a Receiver; and an order 
for administration”—you knew that A. I did not go into the details. 

Q. You knew sufficiently of it? A. They told me what the affidavit con- 
sisted of and I said I would not have anything to do with it. 

Q. They urged it was up to you to get rid of-this? A. They urged that was 
the proper way out of it and asked me if I could do it; I said I could do it. 

Q. They based it upon the ground that you had been the one who had got 
the subscriptions? A. Yes, and that I could go and take them up and take them 
out. : 

Q. Then you walked down to Mr. Watson’s office? A. Yes. 

Q. And had a conference with him at which the others were present? A. 
No, they had a conference; I sat to the one side and let them do the conference. 

Q. You were down there? A. Yes. 

Q. Did you sulk ina corner? A. No. I sat outside, I was not paying any 
attention ; I was listening to it. | | 

Q. It was none of your business? A. It was none of my funeral. 

Q. When did you go out to Milton? A. I went out in the early part of the 
week. 

Q. I would like to get the date if I could? 

Mr. CoMMISSIONER: What date was this? A. I do not remember. 

Mr. Hoperns: Can you give me the day of the week? A. I think it was 
Monday or Tuesday probably subsequent to that. 

Mr. COMMISSIONER: You went out? A. Yes, either Monday evening or 
Tuesday evening. 

Mr. Hopeins: Then what evening in the week was it you had this meeting? 
A. I could not say. 

Q. Was it Saturday? It is just possible that it was. 

Q. You went out very soon afterwards? A. Yes; I returned on the follow- 
ing Saturday morning of the week I went out. 

Q. It took you how long out there? A. I had only two drives, two days’ 
drives. 

Q. This writ is dated 22nd October? A. What day? 

Q. I could not tell you the day of the week; and the order dismissing the 
action was on the 27th, that would be just five days? A. It would be longer than 
that. 
} Q. You say you only had two drives? A. Yes, three drives. 

Q. Did you get the documents signed the day they bear date? A. That I 
could not say. 

Q. Did you get these documents? A. I did. 

Q. After sitting in the corner and saying nothing that evening you were the 
one who went out and did the work? A. Yes. 

Q. Did you take any one with you? A. .No. 

Q. Whois Mr. Dewar? A. He is a resident of Milton. 

Q. He is not there now I understand? A. No, and in fact he took his own 
horse the first day that we went out. 

Q. Did you go out in the day time or night time? A. In the day time. 

Q. And you had three drives and got these documents which I am going to 
put in signed? A. Yes. 
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Q. ‘They had been prepared for you? A. They were prepared here before I 
went out. ete 

Q. In Mr. Watson’s office? A. I think so. 

Q. Where did you get them? A. I think I got that in Mr. Watson’s office. 

Q. Did you agree that night to go out and get them? A. Yes, I said I 
would go out and try. 

Q. You made no bargain that you were to be paid for it? A. All I said 
was, I said, “I will go out and try and do anything as long as I get paid for it.” 

Q. You say you made that statement in Mr. Watson’s presence? A. I 
think so. 

Q. I would like to know? A. I do not know whether it was in Mr. Watson’s 
presence or whose. 

Mr. CoMMISIONER: You are not examining him for discovery in this suit. 

‘Mr. Hopeins: He has no suit against Mr. Watson. 

Mr. CoMMISSIONER: He has a claim against the Farmers Bank, I think? 

Mr. Hopeins: I don’t care whether he has one against the Farmers Bank or 
not; I only want to know the conditions on which he went out and whether he told 
them to anybody? A. I went out expecting to get paid for my work. 

Q. I want to know what you said to these people; are you able to say you 
made that statement at all to any of these people that night? A. I made the 
statement to some of them; whether it was in the room or where and I put in my 
bill afterwards. 

Q. Give me the names of the people you think you said it in front of or to? 
A. It was in the office. 

Q. What office? A. It may have been in the Dominion Permanent that I 
said “ Well, I can try and do anything as long as I get paid for it.” 

Q. It may be in the Dominicn Permanent? A. It may have been, but I 
went out with the impression that 1 was going to get paid for my work. 

Q. You are not clear really that you said it at all? A. I must certainly 
have said it, that is my recollection of it. 

‘Q. Are these the documents that you got? A. Yes. 

The assignment referred to procured by Mr. Lindsay filed as EXHIBIT 27. 

Q. . They all bear same date? A. Yes. 

Q. Were they got on three different days? A. They were got on two or 
three days. : 

Q. On two or three different days? A. Won’t be positive about whether 


- they were two or three days or how; I only had three drives. 


Q. On three different days? A. I would not be sure of that; I wound up 
at 11.30 o’clock at George Denoon’s house, [ remember that—I went away in the 
morning at six o'clock and went out towards the foot of the mountain, towards 
Hamilton way and I came back and went the other way and came into town and 
got another team of horses. If you will write to Anderson I think he will verify 
I had three different horses from him that day; it may have been all the same day. 
I was out there three days. 

Q. That is the first day you went out? A. No, I was out there two or 
three days just lying around expecting to find some of them in the town. 

Q. What had “happened ? A. I was waiting to find some of them in the 
town. 

Q. In Milton? <A. Yes. 

Q. Not finding any of them you got them all put through in the one day, 
starting at six o’clock in the morning and ending at 11.30 at night? A. Yes. 

Q. And that was the 26th? A. Yes, I think that is right; I would not be 
absolutely clear on that. 

Q. What money did you take with you? A. I did not take any money with 
me; I took a cheque book with me, took a few cheques. 
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On what bank? A. Bank of Montreal. 

Did you sign cheques out of that cheque book? <A. Yes. 

In whose name, whose account were you signing on? A. On my own. 
Had you at that time got any money! >? A. I had some money. 

Who from? A. And Mr. Travers was to deposit between twenty and 
twenty-five hundred dollars, I have forgotten the amount he was to deposit, to my 
credit. 

Q. Then these payments were made out of your own individual money? A. 
No, he deposited there; he assured me it would be deposited there the day I went 
out, which it was. 

Q. You cannot fix that date, was it two or three days before the 26th that 
these bear date; the papers bear date the 26th October, was it two days or three 
days before that that you had gone out; you said you laid around for two days? 
A. I think you will find the 26th was on Friday. 

Q. If you laid about two days and then got an assignment on the 26th it 
would mean you went out on the 23rd, would not it? A, I went down in the 
early part of the week, I do not know just what date. 

Mr. ComMIsioneR: I think he said he went Monday or Tuesday? A. 
Either Monday night or Tuesday night. 

Mr. Hopeins: Mr. Travers did not get that loan till afterwards, till after 
you had made those payments? A. I do not know that. 

Q. What was the arrangement between you when you went out? A. There 
was no arrangement whatever, further than he was to deposit that amount to my: 
credit in the Bank of Montreal. 

Q. And in the meantime till that was deposited you were to pay it out of 
your own funds? A. No, he assured me it would be placed to the credit of my 
account, to go ahead. 

Q. When was it to go to your account? A. Practically the next day. 

Q. Why was it to be paid out, if that be the case, out of your account? A. 
I do not know what amount would be required, whether it would all be required or 
anything, and I went out there. 

Q. Why was your Bank account to be used as the medium? A. He was to 
give me the money and I said I would not take it with me; he was going to give me 
the cash and I said: “ No, I won’t take it; deposit it to my account, I am not going 
to go out and carry two or three thousand dollars in my clothes, it is not business”. 
He said: “ Maybe they won’t take it unless you have the cash”. I said “If they 
won’t take the cheque they can stay in”’. 

Q. Do you know what date the money was deposited in your account? A. 
No. 
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Q. When did you arrive in Toronto with the documents which have been put 
in? A. Somewhere about. 8.30 or 8.45. 

Q. I understood you were out till half past eleven that evening, the 26th? 
A. The morning and evening are different. 

Q. The next morning you got back? A. Yes, Saturday morning between 
8.30 and 9; I think it was 8.45 the train was due. 

Q. Was W. A. Dixon one of those you settled with? A. He was. 

Q. Look at that letter, tell me if you know anything about the fact. that those 
letters were sent to the various parties? A. No, sir, I do not. 

Q. You cannot identify that? A. No, sir. 

Q. Do you know that the action was dismissed by Mr. Justice Anglin the day 
you arrived here with those papers? A. I do not remember exactly; I remember 
I was told that case had been traversed over or something, I don’t know what it 
was, I could not say. 

Q. You knew the thing was in a hurry? A. I knew the thing was ina 
hurry! That is a strange way to put it. 
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Q. Did you go straight to Mr. Watson’s office? A. I went to Mr. Watson’s 
office and I went home to. breakfast; I handed them in. 


Q. Handed them in before breakfast ? A. I don’t know that Mr. Watson 


- was in the office. 


Q. You cannot say whether you heard it was dismissed the same day? A. 
No, I do not just. remember. 

Q. You do not know anything about a subsequent letter which was written 
to those that had been settled with; were you buying those shares yourself? A. 
A. No, sir, I was taking a transfer of them, an assignment of them I think it was. 

Q. For whose benefit? A. Mr. Travers was to look after them; I did not 


~ go into the details of it. 


Q. For whose benefit, I did not ask for details? A. I do not know for 
whose benefit. 

Q. Who would benefit by it, who did you understand was benefiting by 
getting rid of this suit? A. It would be the Farmers Bank. 

Q. When you took those assignments in your own name it was not your idea 
that you were in any way becoming a shareholder? A, They were to be trans- 
ferred. 

Q. Towhom? A. That was for Mr. Travers to deal with. 

Q. You did some transfers in the book yourself though? A. If my memory 
serves me right, and it is very hazy, I think I did sign something to take care of 
these. 

Q. At whose request? A. Mr. Travers. 

Q. Who wrote out the transfers? A. I could not say, I do not think it was 
filled in at the time. 


Q. Did you afterwards sell these shares to anybody? A. Not to my know- . 
ledge. As I said before I think I had not sold anything only ten shares, and that 
was not delivered at less than 125 to my knowledge. 

Q. Did you have any conversation with Travers; you had handed the papers 
in to Mr. Watson’s office, did you see Travers that day? <A. I presume I did. 

Q. And told him what had occurred and what you had done with the papers? 
A. Very likely. 

Q. How did he express himself? A. As entirely satisfied I presume. 

Q. That seemed to remove any difficulty about getting the certificate out? 
A. I don’t know. 

~Q. Did Mr. Travers say anything to you about the importance of time in 
getting this matter straightened up? A. Mr. Watson asked me whatever I did 
to come in, get it done during the week. 

Q. Did Travers say anything to you as to the importance of time in the 
matter? A. It was discussed amongst them that is all; I do not remember just 
what was said. 

Q. Was the reason given to you? A. I have no idea; that is going back 
five or six years. 

Q. When the certificate was issued you learned of it pretty soon, didn’t you? 
A. I don’t know that I learned very soon, I think I saw it in the paper. 

Q. Did you get paid a large sum immediately after the certificate was issued ? 
A. It depends on what you call a large sum. 

Q. It would be a large sum to me, $10,000? <A. No. 

Q. You were not paid that? A. No, sir. 

Q. Who got it? A. I got $5,000 of it; there was a cheque issued for 
$10,000, of which I got the proceeds of $5,000, which I deposited in the Traders 
Bank. | 

Q. Is that cheque right, your signature? A. The face of it is there. 

Q. And it is endorsed by you? A. Yes. 

Q. And you drew the money on it, drew the $10,000? A. I deposited 
$5,000 to my credit and the other $5,000 I handed over to W. R. Travers. 
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Q. Why? A. As his portion of that cheque. 

Cheque dated December 6th, 1909, for $10,000 on Farmers Bank account in 
the Traders Bank, payable to W. J. Lindsay, filed as ExHIBIT 28. 

Q. Is that what he was entitled to? <A. Yes. 

Q. Why were not the expenses deducted that you had been to up to that 
time? A. That was a matter of adjustment; there was very much more than 
that coming and anything I did as regards commission I wanted to make it plain— 

Q. You knew where that money came from? A. I knew it came out of 
the Traders Bank. ; 

Q. You knew the Bank had not started operations yet and that all it had 
was the money paid in on subscriptions? A. That cheque is dated 6th Decem- 
ber, 1906; what date was the organization meeting? 

Q. 26th November, the certificate issued on the 30th? A. I see “The 
Farmers Bank, W. R. Travers, General Manager”. It must have started oper- 
ations. ; ‘ 

Q. No, it did not open for business till the 2nd January, 1907? A. I 
think you will find they were doing business right along. 

Q. I don’t think I will find it at all; are you prepared to swear they were 
open for business on the 6th December? A. I would not say; it is signed 
“Farmers Bank of Canada. W. R. Travers, General Manager.” . | 

Q. Marked commissions; did you know where it came out of? A. It 
came out of the Traders Bank. : 

Q. Did you know what moneys the Farmers Bank had on that date out of 
which it could come? A. No, sir. 

Q. You are not suggesting the Bank was operating at that time and it came 
cut of the funds of the Bank acquired after it had opened its doors? A. I do 
not know. 

Q. What did Travers do with the $5,000? A. He put it in his pocket. 

Q. You did not pay up any shares or any subscriptions with this $5,000? 
A. No, siz. 

Q. You put it in the Bank? A. Yes. 

Q. Keep it and use it? <A. Yes. 

Q. For your own purposes? A. Yes, I used it up largely in going to 
England the following spring and that was in the interests of the Bank. 

Q. Kept it there till the next spring? A. Part of it. 

Q. You took notes for the subscriptions? A. Some of them. 

Q. A good many of them? A. If it was convenient for the subscriber. 

Q. Irrespective of the terms of the written application? A. Yes; I took 
it under instructions. 

~Q. Making all the deferred payments come due at one particular time? A. 
{ have never sold stock that I have not taken good notes in lieu of the cash. 

Q. Iask you the way it was done; he would pay so much and take a note for 
the whole of the balance at a particular time? A. Yes, or if he had a mortgage 
coming due and did not pay anything I would take a note for the full amount. 

Q. Did you receive the cash?? A. What cash? © 

Q. That the subscribers paid, or did you just take the subscription and the 
note and hand it in and let the Bank or Provisional Directors get the money? A. 
In some cases I received cash, that is where they had the money in the house; I 
put that money in my pocket, and I would send my personal cheque to the Bank 
for the same amount, writing on the corner of it what it was. 

Q. Did you deduct your commission? A. No, sir. 

Q. Why not? <A. Because I never have done it. 

. You I suppose were aware that subscribers to the Bank are not stock- 
holders till after its organization? A. I am not. 

Q. You were not aware of that? <A. No. 
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Q. You were not aware that if the Bank never went into operation the 
subscribers were entitled to their money back again? A. No, sir. 

Q. That did not operate in your mind in handing it all in?’ AS No, sir. 

Q. And you never deducted the commission from the cash you got? A. I 


_trever deducted a penny piece-or a brass farthing. 


Q. Can you give me your reason for that? A. I have never done it in 
any transaction because I don’t think it is right. I have always felt that any 
moneys received from a stockholder is not mine until after it has reached the 
Company and becomes their property. 

Q. What had you to do with the getting up of the list of subscribers? A. 
Unfortunately I had this to do with that, that I secured probably 80 or 85% of 
the subscribers whose applications I never practically set eyes on afterwards. 

Q. JI mean preparing this document? A. Nothing at all. 

_Q. Were you consulted at all? A. No. 

Q. In no case? A. In no case. 

Q. You had made no payment of the ne stated in this list opposite 
your name, had you paid $500 on your first stock subscription? A. It was 
credited up to me out of my commission, I understood. 

Q. Had you paid at any time $5,000 on the second subscription? <A. I 


understood there were $9,150— 


Q. I did not ask you that; had you paid $5,000 on that second subscription 
of yours on the 27th November, 1906? = A. You understand I understood that 
$9,150 had been transferred from my commission account to the credit of my 
stock subscriptions. 

Q. That was long afterwards; I am speaking of the 27th November, 1906? 
A. I understood my commissions would pay part of it and I would go on and 
replace it. 

Q. You had never paid $5,000? A. I had no jurisdiction— 

Q. You never allocated $5,000 to that subscription? A. I never issued a 


cheque, and I never issued or authorized the five shares to be paid up but it was 


paid up. 

Q. You never arranged with any one that they were to credit that $5,000 
upon your shares? <A. No. 

And you did not know it had been done when the list went in to the 
Government? A. No, I had absolute confidence in whatever Mr. Travers did 
at that time. 

Q. Is the suit against the Farmers Bank still going on? A. Still in the 
Courts. 

Q. Travers or the Bank never made any effort to collect that last subscrip- 
tion of yours? - A. No; they gave me the regular notice, when they would not 
transfer it they pave me the regular ten days’ notice; I have the letter signed by 
the Bank. 

~ Mr. Commissronrr: What do you mean by the letter? A. Notice of 
cancellation. | : : 

Mr. Hopetns: I mentioned Major Beattie’s name and I think you wanted 
to produce something. I just want to say I have a letter too from Major Beattie,_ 
and if you have, it would be just as well to produce it? A. It has been ‘said 
about the provisional directors not having given their consent to be directors, if 


elected. I notice every one of those gentlemen ran for shelter, they did not run 


for shelter merely but they galloped for shelter after the failure of the Ontario 
Bank. J might say that A. G. McKay, D. M. McLeod, William Calvert, Major 
Beattie all promised, and were quite anxious and satisfied with the idea of becoming 
a bank director at that time. 

Q. At what time? <A.. When I approached them: every one of them. 

Q. What more do you want to say about Major Beattie? A. I went to 
London to see Major Beattie and here are some letters: (Produces copies of 
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letters). One thing I have never done, and tha# is to associate a man on a 
prospectus where he had not given his consent. 

Q. Do you want these to goin? A. No, not necessary. 

Mr. ComMMissioNnER: Are these all? A. They are touching that; they are 
not direct or indirect. 

Mr. Hopveins: I have not the slightest objection to your putting them in, 
if you wish. They are correspondence with Major Beattie; and I can close it with 
the last letter to Mr. Travers. Perhaps you can tell generally speaking what you 
had to do with him or any of these Directors who have given evidence here? A. 
Take W. 8S. Calvert. 3 | 

Q. Take Major Beattie first? A. I called up Major Beattie from my © 
house, and Mr. Travers was in the house. I got Major Beattie on the phone, and 
he practically, that is to me, decided that he would go on the Bank Board. 

Q. A long distance message from here? A. I said “Mr. Travers is 
there, he will speak to you”, and I said “I will run up to London to-night and see 
you”, and I wired when I would arrive. He met me at the Tecumseh House. He 
also talked with Mr. Travers over the phone. I got to London and he met me at 
the hotel and we remained there until quarter to ten, and he went up to meet his 
son who was coming down from Mount Hope—he had been taking French lessons 
there. In the course of the evening after we got over the amount that was neces- 
sary to qualify he said “ Yes, $3,000. You know, Lindsay, I have not got any 
more money than enough, and I do not want to lose any, but” he said “$3,000, 
we will be a lot of numbskulls if we let the bank get away from us, and the double 
liability called on”. He said “I will tell you who I would like you to get; I 
would like you to get Rory McLennan.” “TI have the Colonel on my list, and I am 
going down; and so I left I think on the early morning train at 4 o’clock and I 
came through here, and went right through to Cornwall and interviewed Colonel 
Mclennan and got his subscription for $5,000, and 10% payment, $500. 

Q. Using Major Beatties name? A. Yes. I says “I was in London last 
night and Major Beattie spoke of you”. 

Q. Can you give us the date of this, because I have a letter here and I want 
to see if it is prior or subsequent to that? A. They are all dealing around about 
March, April or along there. 

O.5 190625 A. UY es. 

Q. The Major says he was telephoned to and spoke to Travers over the 
telephone, and mistook him for some other Travers, and he says he saw you the 
following morning? A. Yes. 

Q. These letters you have are subsequent correspondence with him in March 
or April, 1906? <A. Yes. 

-  Q. Would this letter be correct to W. R. Travers? A. Then he commenced 
to draw away; but in the first place he agreed and his name had gone to the people. 

Q. I am not interested in that? A. I am only interested that I do not 
want any person to think that I went out and put names on on my suggestion on 
the prospectus without any authority. 

Q. Listen to my side of the story: I do not know or care whether you had any 
arrangement with any of these Directors whose names are mentioned: in the 
prospectus; all I am interested in is whether on the 27th November, 1906, they 
could properly be handed into the Government as people who had consented to go 
on the Board? A. I did not know anything about that. , 

Q. Would this be right; this is Major Beattie’s letter to Mr. Travers, dated 
16th August, 1906: “I am somewhat. surprised at your letter. It is fully one 
month since I wrote Mr. Lindsay that I could not see my way clear to accept seat 
on the Board; and some ten days ago he was in London, when I repeated the same 
tc him in person. Yours truly; Thomas Beattie”. Would that statement be cor- 
rect? <A. Yes. 
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Q. .Therefore on November 27th, 1906, he was not a person who then was 
willing? A. I would not say so in view of that letter. 

Q. Will you say with regard to these other gentlemen that you say galloped 
to safety whether on the 27th November they had agreed to it? A. I have no 
idea whatever. 

Letter from Major Beattie to Mr. Travers, 16th August, 1906, filed as Ex- 


‘HIBIT 29. 


Mr. CoMMIsstoneR: At the time you took the subscriptions, had you the 
prospectus with you. <A. Yes, sir. 

Q. At that time had these gentlemen you say had promised to become 
directors of the company, any of them intimated their change of mind’ and they 
desired not to be directors? A. No. 

* Q. In other words when you were carrying that prospectus about and showing 
people, had you been informed that any of these gentlemen whose names you men- 


tion had decided not to become directors? A. Not to my knowledge; the pro- 


spectus ran out about along the middle of the summer and they did not have any 
more printed. 
Q. In this letter of Major Beattie’s (EXHIBIT 29) he says about a month © 


before he wrote Mr. Lindsay, that is probably July he communicated with you? 


A. Yes. The heavy end of the stock was placed by that time. 
~Q. You did not mention Mr. Ivey’s name? A. On the 16th March, 1908, I 


- wrote to Mr. Calvert: “ Your name has been inserted on the list of directors of this 


bank with the following gentlemen: The Honourable Mr. Forget, Major Beattie, Lon- 
don; Thomas Charlton, H. J. Anthes, W. S. Calvert, Colonel Munro, Hon. oe 
McKay, George H. Neely, MOPEEs Thos. Urquhart, B. N. McLeod, Parkhill; John 
Ferguson, M.D., Toronto. Now, if Mr. St. Denis Lemoine of the Senate, will sub- 
scribe for $10,000 I will also have him put on the Board. This I can arrange, and 
would like to have his decision by wire Saturday, as they are holding the printers 
for his answer, at my request. See him upon receipt of this”. | 

Mr. CoMMISSIONER: Did you get any answer to that? A. No, sir, but I 
was in Ottawa a short time afterwards to look up St. Denis Lemoine and was there 
and talked it over several times. 

Q. With what result? A. With the result that there was not anything said 


“by Mr. Calvert about getting out; I never got any reply; and I wrote the same letter 


to D. N. McLeod, at Parkhill—I called him by phone, and he was quite enthusiastic 
and he went out and even got his father-in-law through another agent. 

Mr. Hoperns: Since the writing of that letter to Mr. Calvert, did you up to 
the end of November, 1906, hear of his withdrawal? A. No. 

Q. How did that apply to Hon. A. G. McKay, had he agreed? <A. Yes. 

Q. And had he withdrawn to your knowledge up to November, 1906? A. 
Not to my knowledge. 

Mr. CoMMIssIoNER: Mr. Lindsay, if you desire to give any explanation or 
make any statement with regard to these matters, so far as they are relevant. you 
will have an opportunity of doing it when we meet at half past two. 


The Commission adjourned at 1 p.m. to 2.30 this afternoon. 


The Commission resumed at 2.30 p.m., March 21st, 1912, at Osgoode Hall. 
WILLIAM J. LINDSAY examination continued :— 


Mr. Hopveins: There are some documents in connection with Mr. Lindsay 
T would like to put-in. Three letters in July and August, 1906, between Mr. 


Travers and Mr. Lindsay and Mr. Travers and Mr. Spence, who was your solicitor 


at that time? A. Yes. 
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Q. I put those in, they show the position in August. 

Three letters, one Travers to Lindsay of the 28th July, 1906, and two from 
Travers to J. H. Spence, dated respectively August 23rd, 1906, and August 25th, 
1906, filed as ExHIBIT 30. : 

Q. This is your agreement with Mr. Travers in August, 1906? <A. Yes. 

Agreement dated (blank day of August, 1906, between Travers and Lindsay, 
filed as ExHIBIT 31. 

K. It does not bear any specific date in August; would it be after that cor- 
respondence? A. Yes. 

Q. This batch of correspondence? A. I think that belongs to the suit that 
is NOW pending, and I had no advice on it, but I do not think it should go in here; 
I think it is irrelevant; I do not know. 

Q. You are suing the bank and you want to have access.to these? 

Mr. COMMISSIONER: Whose documents are they now? 

. Mr. Hopeins: These documents are handed to me by the liquidator. 

Mr. CoMMISSIONER: ‘They are not in Mr. Lindsay’s possession? A. No, 
sir. 

Mr. CoMMISSIONER: You can get access to them? A. It would seem 
almost as if you were trying that case here. 

Mr. Hopcins: No, not trying the case at all here; just dealing with the posi- 
tion in 1908, under the agreement— A. Under the agreement which I am suing . 
under. 

Batch of correspondence between Travers and Lindsay, in 1908, filed as Ex- 
HIBIT 382. 

Mr. COMMISSIONER: Now, if you desire to add anything you are at liberty to 
do so? A. Immediately after that writ with all the allegations in it of fraud 
and misrepresentation there is an apology which should be in these papers from 
Mr. William Laidlaw, acknowledging the fact that after having seen all the sub- 
scriptions in question of his clients, that he was misinformed, and that they were 
all in good order and had not been altered in any way whatsoever, and he wished 
to withdraw any and all statements that were derogatory in any way tome. I 
issued a writ for $25,000 against him, and that was the settlement. 

Q. While Mr. Thompson is looking for that if there is anything further you 
can proceed? A. I do not know of anything further. 

Q. Was there any ground for the allegation that these stockholders repre- 
sented by Mr. Laidlaw made as to the way in which their subscriptions were ob- 
tained? A. No, sir. Their subscriptions were all taken and in fact many of 
them, some of the parties who were included in that writ, had never given Mr. 
Laidlaw instructions to join them in it. 

Q. As they told you I suppose? A. And they almost some of them prac- 
tically took the stock themselves, almost asked for it. 

Q. I did not find Mr. Menzies’ name in the list of shareholders, not this 
Menzies that you say took $40,000; when did he subscribe? A. Some time after 
the organization of the Bank, I think in the spring. | ; 

Q. Ought his name to appear in the published list? A. It would be in the 
following year. 

Q. It would be 1907? <A. Yes, in the spring of 1907, I think he came in ) 
during the time I was in England. 

Q. Did he pay anything? <A. He had his certificate and showed paid up 
$40,000. He first gave his cheque for $3,000. 

~Q. You do not know the facts? <A. Yes, sir, he told me; I saw the facts. 
embodied in his letter from the General Manager. 

Q. Was that paid-up stock then? A. Yes. 

Q. You said something about the failure of the Ontario Bank and another 
bank, you did not finish? A. The Ontario Bank failed some time along about. 
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the middle of October, 1906, I think it was October and after that time everybody 
got scared so far as bank shares were concerned. 

Q. What bearing has that upon the matter you were testifying as to? A. 
That was one of the features that brought about the dissatisfaction of the share- 
holders around Milton which caused the issuance of this writ. 

Q. You spoke of another bank, what bank? A. The Sovereign Bank 
failed. I was in England in 1907, and if I remember correctly it was either in 
April or May or thereabouts that the Sovereign Bank failed, when the balance of 
the shares, the Prospectus and everything, was ready to launch there to raise the 
balance of the stock, and they had to withdraw or withhold. 

Q. The balance of the Farmers Bank stock? <A. Yes. 

Q. Was any of the Farmers Bank stock sold ata premium? A. Yes, sir. 

~  Q. Do you know what amount? A. Offhand I should say somewhere 
around the neighborhood of $80,000 to $100,000, I am not sure. 

Q. How late? A. I was selling it up to January, 1908; whether I sold 
any in February or not I am not quite clear. 

Q. With regard to the 500 shares that you subscribed for, I understand your 
idea was that Mr. Menzies would take thirty or forty thousand dollars of that, and 
the remainder what? A. I intended holding a portion of it myself, and I had 
some other parties whom I had promised to. : 

Q. Had the opportunity that you supposed you had of taking that stock at 
par special value in your eyes? A. Yes, sir, in consideration of the fact that 
all the balance of the stock was going to be sold at 125. 

Q. What was the advantage you were getting? A. Not any further than 
what I decided to hold myself, it would cost me $100 a share, and on the other 
hand it afforded Mr. Menzies the opportunity of getting his at the same price which 
I had promised him. ; 

Q. Instead of paying the premium? A. 125. 

a Q. You were getting in, as it is popularly said, on the ground floor? A. 
es. 

Q.. You said you wanted to take part of the stock and that Mr. Travers 
would not allow you to do it, what was the reason? A. To transfer a part of it. 

Q. To transfer it to your nominees, what was his reason? A. He said 
that the directors would not permit of it. 

Q. Why, what was the reason, that you ought not to get stock at par, or 
what? A. No, that was all that was said. 

Q. What did you understand it to mean, if he was looking for subscriptions 
why would not he be glad to get somebody to take it? A. He was getting them 
any how, no matter whether that was taken or not. Then later on, it was just 
about the time that he went to Winnipeg or got into negotiations with some 
people in Winnipeg and took the balance of the stock out of my hands entirely. 

Q. Was your idea that with what Mr. Menzies did not take, if he took what 
was talked about taking, that you could place that at 125 and make the difference 
yourself? A. Yes, or place it with my friends that I had promised at par. 

Q. And give them the benefit of getting it at par? A. Yes. 

Q. You have contradicted several gentlemen who have been examined here 
as to their having promised to become directors here; is it not quite likely that 
you looked rather optimistically at what they said with regard to joining the 
tank? These gentlemen all say they had it under consideration, you had 
approached them, they were considering it, and you had said that if they took the 


stock they would be on the Board; they never did consent, the furthest they went 


was to take it under consideration; is not that more probably what the position 
was than a definite promise by these gentlemen to allow you to use their name? 
A. Well, I at once in each case wrote to each gentleman when the Prospectus was 
out and confirmed it. 

Q. Did you write to Mr. McKay? A. Yes. 
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Q. You did not say that before? A. I wrote to all of them, I said, the 
same style of a letter as I wrote to Mr. Calvert. | 

Q. You see these gentlemen have not subscribed at all, they were not share- 
holders? A. The idea is this, they asked how much they would have to sub- 
scribe. “$3,000”. “When”? ‘When you take your seat at the Board; before 
you can be a director you have to pay up in full in cash thirty shares.” 

Q. You do not differ very much from most of the canvassers for stock who 
take a pretty rosy view of every half promise they get, do you? A Yes. I am. 

Q. A little more conservative? A. I think so. I knew these men, had 
known them for some years. 

Q. At all events you desire to be acquitted of any intention to mislead with 
regard to it? A. Yes, quite so; there was not any intention as far as I was 
concerned, that is when I went to any of them, and I was in touch with them— 
I went over to Tonawanda—Mr. Thomas Charlton who had signed for thirty 
shares on conditions that he was elected a director, he went over to Buffalo with 
me and interviewed.some parties there. Mr. D. N. McLeod of Parkhill, I had 
known him possibly for 25 years, and all I had to do was to call him up and he 
said “ Yes, all right”, and he got his Prospectus in the same way, and when the 
man went up there he went out and interested a number of his friends. 

_ Q. Did these letters that you wrote to these gentlemen, Mr. Calvert and the 
others, call for an answer? A. No, they were all just the same as this one I 
read this morning. | 

Q. Was that put in? : 

Mr. Hopverns: No. I would like to see that letter to Mr. Calvert? A. 
(Produces letter). I was in Ottawa in touch with him for several days. 

Q. It speaks of a reply from Mr. St. Denis Lemoine in that letter; have you 
the letter to any of the others just telling them that they were on the Prospectus? 
A. I don’t know whether there are any of the others or not. 

Q. Have you a copy of the letter to Mr. McKay? A. No, I do not 
know how that one happened to get in amongst the Bank’s stuff. 4 aes 

Mr. ComMIssIonER: This is your own? A. Yes. 

Q. You said got among the Bank’s stuff, what do you mean about that? 
A. In the suit for commissions. 

Mr. Hopeins: That bears Beatty Blackstock’s stamp? A. It was in the 
suit. | 
: Mr. Commissioner: In the prosecution? A. Yes, from Mr. Blackstock’s 

rief. , 

Mr. Hopains: Where did you get this from? A. I don’t know. 

Q. How did your counsel get it? A. Amongst my papers, and I don’t 
know -where. 

Q. How would he find it? A. Very likely Mr. Cameron took it, of Messrs. 
Masten, Starr, Spence & Cameron. | 

Q. Will you enquire? <A. Yes, I will try and get it. 

Q. You said Mr. Starr had that letter from Mr. Laidlaw? A. I have 
telephoned to Mr. Starr and to Mr. Hugh Rose and they are going to try to send 
up the letter right away. ; 

Q. I would like to get it, I have read something, and my idea was that that ~ 
letter is entirely confined to some charge that was made that the subscriptions had 
been altered. 

Mr. CoMMIssIoNER: That is what he said, that he withdrew that. 

Mr. Hopeins: It did not deal with anything else than that, is that the 
letter you refer to? A. Yes. 

Q. I think that ought to be produced, I would like you to let me have it. 

Mr. Commissioner: Do you agree with Mr. Hodgins that it was confined 
to the statement that these documents had been altered? A. I do not know 
just, I think so. 
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Mr. Hopveins: However, the document will speak for itself? A. Yes. 

Q. It was an action brought against the World and Mr. Laidlaw? A. I 
don’t think the ‘ World’ was included I think it was just Mr. Laidlaw. 

Q. Were not all these subscribers known as the Laidlaw subscribers called 
as witnesses in the prosecution against you? A. No, sir. 

Q. Were any of them? A. Some of them were I think. 

Q. Were they questioned as to misrepresentations? A. Yes. 

Q. I thought that was the case and I wanted to know? A. Yes, there was 
one of them said he understood he was getting 25 shares for $250. 


Mr. Hoperns: I proposed to go on with Mr. Travers’ examination, but, 
just as he told me yesterday, he is very anxious, in fact insists upon seeing Mr. 
H. H. Dewart, K.C. before giving evidence. 

Mr. CoMMIssIoNER: Mr Dewart is in town, and has been all day. 

Mr. Hovatns: Mr Dewart has been in town and Mr. Travers has seen him 
so he tells me, for ten minutes, but Mr. Dewart will not be able, according to the 
message given to me by his partner Mr. Hodgson, to see Mr. Travers until Satur- 
day. He wants to have as he says a couple of hours conversation with him. I 
do not profess to know why he wants to see Mr. Dewart. 

I do not think we need go into it; if Mr. Travers does not want to be examined 
until he has seen Mr. Dewart, and you do not want to press him, there is nothing 
to be done but to adjourn. 

Mr. Hopeins: I do not think I can press him until he has seen Mr. Dewart. 
I do not think there is anything to go on with today or tomorrow, until the next 
sittings. 

‘ Mr. CoMMIssIonER: I do not suppose Mr. Dewart thinks he has any. status 
ere. 

Mr. Hopeins: I do not think so. 

Mr. CoMMISSIONER: Is Mr. Clarkson preparing us a statement showing ex- 
actly, from the books of the bank, how the provisional expenses were made up? 

Mr. Hopains: Yes. 

Mr. CoMMISSIONER: How much stock was actually paid for and by whom 
paid? — 

Mr. Hoperns: Yes. 

Mr. CoMMISSIONER: With the details of the disbursements? 

Mr. Hoperns: I will be able to give all that after we have had Mr. Travers 
in the box, and in the interim I am going to have copies which can go in by them- 
selves. At present they are part of a much larger book. 

Mr. CoMMISSIONER: Do any of these items require independent investiga- 
tion, or is Mr. Clarkson giving us exactly what the books show? Is it from the 
books and from some information he has derived outside’ as well? 

Mr. Hopetns: That I am not quite sure of. 

Mr. COMMISSIONER: Because if it is the statement should be so marked, so 
that we can see what the books show and what he has ascertained outside, if there is 
anything. ; 

: Mn Hopeins: That is why I though of taking Mr. Travers evidence, and 
that will practically give us most of the facts upon it, and then Mr. Clarkson can 
speak of what the books show. 

Mr. COMMISSIONER: You are not going to examine Mr. Travers at present 
except upon the first two questions which form the subject of the enquiry. 

Mr. Hovains: That is all. 

Mr. CoMMIssIoNER: Not going into the general question. 
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Mr. Hopeins: Not yet. 
The Commission adjourned at 4 p.m. until 11 a.m. 1. Wednesday » March 27th, 
1912, at Osgoode Hall, Toronto. 


Toronto, March 2?th, 1912. . 


The Commission met at 11 a.m., and adjourned to May 13th, 1912, at 11 a. ms 
at Osgoode Hall, Toronto. 


Toronto, May 13th, 1912. 


The Commission met at 11 a.m., at Osgoode Hall, and adjourned until 2 p.m., 
and further adjourned until 11 a.m., May 14th, 1912. 


Toronto, May 14th, 1912. 


The Commission continued its sittings, at Osgoode Hall, at 11 a.m. 


PRESENT :— 


THE CoMMISSIONER, HONOURABLE SiR WILLIAM MEREDITH ; 
FRANK E. Hopains, K.c., and J. THOMPSON, K.C., representing the 
Dominion Government. 


Owing to some misunderstanding Mr. Travers was not present, Dr. Chambers, 
Governor of the Toronto Jail, requesting that an Officer be sent to the Jail for Mr. 
Travers. Arrangements were made to do so, and the Commission adjourned until 


2% p.m. 
The Commission resumed at 2 p.m., May 14th, 1912. 


WILLIAM G. MITCHELL, Sworn, Examined by— 


Mr. Hopeins: You are a member of the firm of W. G. Mitchell & Co., 
Brokers, Toronto? <A. Yes, sir. 

Q. Are you brokers for the Trusts & Guarantee Company? A. We generally 
act for them. 

Q. You produce here a copy of your ledger showing three ‘items, December 
6th, 7th and 17th, 1906? A. That is correct. This is a copy of our ledger. 

EXHIBIT 33—Copy of ledger account of J. J. Warren, with W. G. Mitchell & Co. 

Q. Would you just explain those entries; they appear to be in each case a 
cheque marked “ Traders Bank ”, apparently received hy you and a cheque paid out 
marked “Trusts & Guarantee” ? A. One day Mr. Warren called me on the 
phone and said, “ We are receiving some money to-day from a customer. He is 
rather anxious that the bank on which these cheques are drawn, and I am not quite 
sure but what he said the Clearing House, should not know where they go to, to 
whom they are paid or to whom the money goes; have you any objections. to our 
sending you over cheques, or having these cheques made payable to you?—The 
cheque will be marked good,—and you just hand the boy out your cheque for the 
same amount” ? I said “why certainly, it does not make any difference to us ”. 

Q.. Who is Mr. Warren? A. He is the Manager of the Trusts & Guarantee. 

Q. Was this prior to the date of these entries? A. Just the same date as 
each of these entries would come; that is he called me up on the following dates 
and said: “I am sending you over another cheque the same as the last ”. 
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Q. What cheques were these you received? A. I did not know anything 
about them; I did not know what they were for or who they were for; I did not ask 
any questions. The cash book clerk when the cheque came in he said he could not 
quite read Mr. Travers’ signature, he was not familiar with it, and he just put in 
“cheque Traders Bank”. 

Q. The cheques were paid to you? A. Payable to W. G. Mitchell & Co. 

Mr. CoMMISSIONER: Drawn by whom? A. It was Mr. Travers’ cheque. 

Q. Individual cheque? A. I could not say that;-the cheque was drawn on 
the Traders Bank; I never saw the cheque till here a few months ago. The cheques 
are just put with the office stamp on the back and-put right into the bank. 

; Mr. Hoperns: Did you get the cheques mentioned there in that way? A. 
Yes; those cheques came into our office, and were just endorsed over to our own 
bank and put through in the regular way. 

Q. Are those dates correct, December 6th, 7th and 1th? A. No doubt 
you will see on the backs of those cheques the bank’s stamp and.the dates they 
go in. 

. Q. Are they correct so far as dates you receive them are concerned? A. 
Pes. 

Q. Did you pay over your cheque to the Trusts & Guarantee Company on 
each occasion? A. The same boy who brought the cheque in took our cheque 
away. 

Q. And that is all you know about it? A. Yes, I did not know it had any 
connection with the Farmers Bank until later, quite recently. 


W. R. TRAVERS, Sworn, Examined by—_ 


; Mr. Hopetns: You were General Manager of the Farmers Bank? A. Yes, 
was. 

Q. From the time it began operations until its suspension? A. Yes. 

Q. And you had a great deal to do in getting it up? A. Latterly, yes; not 
from the time that the charter was authorized. 

Q. Did you and. Lindsay take over the charter? A. No, Lindsay had no- 
thing to do with that; Lindsay was working for me. 

Q. You had made an arrangement, had you, about taking the charter over? 
A. I made an arrangement with the provisional board by which I should organize 
the bank and become its Manager. 

Q. You were to do that for. the provisional board? A. I was to get suffi- 
cient stock subscribed to complete the requirements of the Bank Act. 

Q. That was some time in 19062 A. It was March 12th, 1906, that I 
entered into the arrangement with the provisional board. 

Q. That arrangement then continued for some time, did it not? <A. It 
continued till the permanent board was elected in November, 1906. 

Q. You had a written agreement with the provisional board? A. I had. 

Q... In-March, 19062... A. Yes. 

Q. And you had another one later, as I understand it in July, 1906, with the 
provisional board? A. Yes. 
—  Q. At all events from March till July you acted under the March agree- 
ment? A. Yes. 7 
’ Q. ‘Lindsay says he began work in about April, 1906? A. Yes, I should 
think he did. 

Q. Had you known him before? A. I met him casually in a house where I 
was staying in. . ; 

Q. And you made an agreement with him? A. I did. 
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Q. In fact made two or three I understand from what I have seen? A. I 
made an informal agreement with him which was cancelled afterwards by a regular 
agreement drawn up by a solicitor, I think in July or August. 

Q. This will probably be it (Exhibit 31)? A. Yes, that is the agreement. 

Q. And that will be the one under which you say he worked? <A. Yes. 

Q. That the net commission after payment of expenses and sub-agent’s com- 
missions on any and ail stock placed by either you or him be equally divided 
between both of you? A. Yes. 

Q. “This agreement to include all stock now placed since March 12th, 1906, 
and to be hereafter placed up to the first $500,000 of the capital stock of the said 
Bank.” The 12th March, 1906, was probably the date of your first Lindsay agree- 
ment? A. About that, I could not say what date it was. 

Q. Then it provides, that so soon as your contract with the bank is confirmed by 
the permanent directors, or you accept the office of General Manager, a contract for 
the selling absolutely of the second $500,000 of stock at a commission of 10% 
on the amount sold, payable 5% when first payment is made, 5% when stock is 
allotted, stock to be sold at such premium and on such terms of payment as the 
' Board may determine—that provides that you shall obtain for him an arrange- 
ment after you had become General Manager to sell the balance of the stock? 
A. Yes. ; 

Q. Generally speaking that was the situation? A. Yes. . 

Q. Did you and he start in to get subscriptions? A. We did. 

Q. And had you trouble with Lindsay? A. I had trouble over some people 
complaining about their subscriptions, yes. 

Q. How extensive was that? A. I could not say exactly, there were a great 
many of them, particularly after Mr. Laidlaw brought a suit to endeavour to 
dissolve the institution. | 

Q. That suit was not brought till October, 1906, you know, that is about 
the time it is all completed? A. There were some complaints before that, I 
could not say offhand what they were. , 

Q. Were they extensive at all? A. There were a number of them, I could 
not say how many. | 

Q. Ido not want to go into the details, what was the substance of the com- 
plaints being made as affecting subscriptions? A. There were various com- 
plaints made, some said that they were promised and guaranteed a large dividend, 
and they had found out that it would be impossible to pay a large dividend the 
first few years. Others said that their subscriptions were taken under misrepre- 
sentations; and I cannot remember exactly what the other complaints were. 


Q. Were any of the complaints respecting the taking of subscriptions under 
a misapprehension, believing that they were signing for a Branch to be opened? 
A. I hardly think at that time those objections would have been raised. 

Q. What do you say down to the time say of the Laidlaw suit was the 
situation of the subscriptions, taken by Lindsay? A. I do not exactly under- 
stand your question. | 

Q. Were you familiar with the subscriptions? A. I was. 

Q. Was Lindsay taking them in the country and sending them in directly to 
you? A. He was. 

Q. And reporting from time to time? A. He was. 

‘ Q. And you I suppose were anxious to see that the subscriptions were got? 
. I was. 

Q. Will you say, seeing what you knew about the subscriptions, whether you 
understood there was trouble, dissatisfaction, say up to the time when Laidlaw 
brought his suit with regard to the subscriptions taken by Lindsay? A. I knew 
that there were a number of people who were dissatisfied with their subscriptions. 
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Q. For the reasons you have given us? A. As far as I can remember, yes. 

Q. Did you make Lindsay acquainted with those? A. I did. 

Q. Was he as familiar as you were with the complaints made down to that 
time? A. Everything I knew he knew. _ 

Q. Was he in town continually or did you usually correspond? A. He 
usually came in about Friday night of each week. 

Q. And what would he say regarding the subscriptions, what would he and 
you do? A. He would hand the subscriptions over to me and we would look 


' them over and talk them over, and the following day they would be registered in 


the books and he would call at the office and get a revised list of the subscribers 
up-to-date. 

Q. Then down to the time when Mr. Laidlaw brought his suit to what 
extent had he and you got subscriptions taken up? A. I could not exactly 
answer that question offhand. i 

Q. Was it pretty nearly finished? A. Yes, nearly finished; I could not 


_ say exactly how far it was, though; the books would show that. 


Q. Would you say there were probably 100 people involved in complaints 
about Lindsay’s subscriptions? A. I could not say there were 100 people in- 
volved, I could not answer that as directly as that. 

~Q. Not to an exact number I suppose? A. No, I would not think there 
were near that number. | 

. How many would you put it at? A. There might have been fifty of 
them; half of that number. 

Q. Was anything done by Lindsay to remove the difficulties which had 
cropped up down to that time? A. No particular move. Lindsay would say 
he would call on these people again and straighten it out. 

Q. I suppose you could not give me at all offhand probably till I have given 
you something to refresh your memory what subscriptions those were? A. I 
could not now, at the present moment. 

Q. Were you aware that quite a number of the subscriptions were conditional 
subscriptions? A. I was. 

Q. Had they been so reported by Lindsay? A. They were; they were 
generally marked right on the applications themselves. 

Q. Would you be good enough to look at that letter of the 7th December, 
1906, which is signed by you? <A. Yes, I remember that (Exhibit 24.) 

-Q. The middle sentence there, you will see what that says, that 1t was 
understood of course—A. “That a certain amount of stock now on our books 
which has to be replaced could be done so by you at par.” | 

Q. “Which has to be replaced ”, to what did that refer? A. It referred to 
a subscription of Mr. A. H. Hoover’s for one thing, $5,000, and a subscription of 


- aman named Davidson of Flint, Michigan, for $5,000; another one, a man named 


Smith at Flint, Michigan, for $5,000; one of Honourable Mr. Forget of Regina, 
for $5,000; I cannot go much farther. 

Q. Did that refer to Laidlaw’s subscriptions? A. Yes. I think I had 
those in mind when I wrote that letter. 

Q. Had you in mind any subscription of any of the McCorquodales? A. 
No, I don’t think Lindsay had anything to do with those McCorquodale sub- 
scriptions. | 

Q. These were what Lindsay had to replace, were they? A. These that 
I have mentioned just now are the chief ones that I remember he had to replace. 

Q. Was he to replace them because he and you had agreed that those sub- 
scriptions must be put right? A. Not altogether; he had nothing to do with 
some of those; the Forget subscriptions, for instance, which was on the books, he 
had nothing to do with. 

Q. That was got by you, was it? A. No, that was got before I took 
charge of the institution. 
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Q. The others were got by him? A. Yes. 

Q. “A certain amount of stock now on our books which has to be replaced 
could be done so by you at par”? A. Yes. 

Q. The statement that you have made I would like to ask you if it'is 
correct: “I said there were numerous letters on file making complaints about 
the way he got them ”—that is Lindsay—“ but that in my visits around the coun- 
try I had run across I said perhaps 100 people who had said their stock was got by 
fraud and deceit and everything else”. Then you go on further: “ After the 
bank was organized Lindsay got subscriptions around Kerwood, etc ’’—would that 
statement be correct? A. Not altogether. 

Q. How do you qualify it? A. The statement I made there that I was 
around about the country would refer more particularly to the time after the 
bank had opened for business when Lindsay—I had been out through the country, 
but I could not say there were 100 people then complaining. 

: Q. Can you say what subscription was referred to, when had they been got? 

A. They were chiefly those that were taken after the organization of the bank ~ 
and were around about in the neighborhood of villages where we intended to open 
branches. : 

Q. I did not perhaps read you the whole of it; I thought perhaps it was not 
necessary. You say: “In my visits around the country I had run across I said 
perhaps 100 people who had said their stock was got by fraud and deceit and 
everything else. After the bank was organized Lindsay got subscriptions around 
Kerwood and several other places” (naming them) “by saying, We, the under- 
signed hereby agree to subscribe for the number of shares in the Farmers Bank of 
Canada and on the terms of the application herein, and then the application was 
pasted there; and this was ruled for the number of shares and his address and a © 
column for the witness. A considerable number of people told me that when they 
signed that it was folded down, that they were signing an application to establish 
a branch bank”. ‘You were referring I thought to two classes of subscriptions, 
those got before and those after; what do you say about that? A. I would have 
to change that a little and say I could not say there were 100 people prior to the 
organization of the bank that complained; there were letters on file there, but 
how many I do not remember. 

Q. I think you said Lindsay knew of these complaints just as well as you 
did? A. Yes, I really believe he did. 

Q. Coming down to the time of the Laidlaw difficulty I think some one said 
that the writ was issued and was not served until after the first deposit of $150,000 
had been made, do you remember how that was? <A. The first $150,000 had been 
deposited through the Bank of Montreal with the Finance Minister at Ottawa in 
accordance with the Bank Act. The writ was issued at the closing hour one 
Saturday, at Osgoode Hall, and the first notice I had of it was when it appeared 
in the Sunday ‘ World,’ the next morning in its entirety. 

Q. You say the $150,000 had been then deposited? A. $150,000 was up 
then, deposited then, I should say. 

Q. Those subscriptions known as the Laidlaw subscriptions, were those a 
difficulty in your way at once? A. They were. 

Q. And what steps were taken to get rid of the writ? A. We bought off 
Mr. Laidlaw’s clients. | 

Q. Who undertook that part of the work? A. Mr. Lindsay went out in the 
country and got the transfers of the stock and paid over the money. 

Q. And that was done very promptly, was it not? A. Done over night, I 
think. , 

Q. The deposit I think of the $150,000 was made on October 16th, and the 
dismissal of the action took place on October 27th, that would be 11 days after- 
wards; see if that letter is one of the letters which you wrote after the action was 
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disposed of? A. Yes; I remember writing that letter; I think that was in reply to 
either a written or verbal request from somebody demanding his notes back. 

Q. Would a similar letter be written to the other shareholders? A. No, 
I do not think [wrote to any of the others; I remember that one because I had a 
fuss with that one. 

Q. I suppose those statements would apply to them all that you made in this 


' letter; Dixon was treated just as all the others were treated? A. The others had 


not given notice, I do not think they had given notice; there might have been one 
or two of them, but the majority of them had paid the cash 10% ‘deposit upon 
their subscriptions. 

Q. All those who had not paid would be treated just the same as Dixon? 
A. The understanding with all those shareholders was that they should be relieved 
of further responsibility. 

. Q. . That is what I say. This is the clause in the letter: “ You will under- 
stand, however, that you are relieved from all responsibility under your application 
for 50 shares of stock in this bank, and while we regret that you are not now one 
of our subscribers we are pleased that you are entirely satisfied”. A. Yes, that 
would apply to that. 

Q. That was the basis of the arrangement? A. Yes. 

EXHIBIT 34—Letter 27th October, 1906, from W. R. Travers to W. A. Dixon, 
of Milton. 

Q. That removed that difficulty from the way? ‘A. Yes, that removed Mr. 
Laidlaw from taking any further steps to apply for a winding-up order. 

Q. There was nothing then to prevent you going on and completing your 
organization?. A. Nothing then, no. 

Q. At the time the Laidlaw writ issued had the notice been given for the 
meeting of the permanent directors? A. I could not say positively as to that, it 
was near that time, the 26th October—no, I think that was the 19th October, was 
it not, the writ of Laidlaw, but I do not think the notice was put in till the 


following week. 


Q. That having been got out of the way there was no further difficulty in 


the way of organization? A. Nothing then, no. 


Q. I suppose you had not positively $150,000 with the Bank of Montreal 
until you had got enough shares subscribed to make up the $500,000? <A. No, I 
do not think we had the $500,000 at the time that I deposited the $150,000. 

Q. You must have been pretty close in sight of it? A. We were very close 
to it, but I could not tell you what it was. 

is There is a letter which has been put in showing, if I recollect the figures 
right, that you had something like $489,000 subscribed? A. Yes, I saw that 
letter in the other Court. 

Q. That is to Mr. Lindsay; would that remind you about how near you got 
to the point? A. I could not say positively, but when that letter was shown to 
me in the other Court I was doubtful about the figures. 

Q. It was your own letter? <A. Yes. 

Q. What made you doubtful about the figures? - A. I don’t think we had 
that much. . 

Q. But you wrote and said so? A. I did. 

Q. What made you doubtful? A. I saw the books after that and I was not 
quite sure, and I am not sure yet whether we had— 

Q. You saw the books shortly after writing that letter? A. No, when the 
trials were on at the other Court. ; 

Q. After-the bank had failed? <A. Yes. 

Q. You had not any doubt about it at the time? A. At the time I was 
quite sure it was right. 

Q. And that $489,000 would include these shares that there had been diffi- 


culty about? <A. Yes. 
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Q. You finally got the money and deposited it in the Bank of Montreal and 
got a receipt? <A. Yes. 

Q. Having done that what was the next thing to be done? A. The meeting 
of the subscribers. 

Q. The meeting of the subscribers would come as soon as you had made the 
deposit in the bank, would that be the time to give notice? A. Thirty days after 
deposit had been made after due notice was given in the local newspapers. 

Q. Your meeting was on the 22nd of November? <A. The 26th, I think. 

Q. So that the deposit would have been made thirty cays prior to that? 
A Yes, between the 22nd and the 26th October. 

Q. And that meeting was duly held? A. It was. 

Q. Did Lindsay attend it? A. No, I don’t think he did, I could not say 
positively. 

Q. By the way, did he charge you a fee for getting those Laidlaw subscrip- 
tions out of the way, as far as you know? = A. I did not understand it at the time 
he was to charge anything. 

Q. He did not attend the meeting you think? A. I don’t think so, I could 
not say positively; my recollection is that he was not there; the minute book will 
show every person who was in the room. 

Q. Were those who attended all bona fide subscribers? A. I thought so. 

Q. And at the meeting I understand you and I think some one else, Dr. 
Beattie Nesbitt, voted by proxy, did you not, for a large number of subscribers? 
A. I did; I cannot speak off hand as regards Dr. Nesbitt. 

Q. You did at all events? A. I do not think there were any proxies in his 
name though. 

Q. How had you got proxies from the subscribers? A. The application 
form contained ‘a clause in it appointing a proxy; there was a blank left there to 
fill in a name, and I filled in my own name in a great many cases, and in others 
there were other people filled in. 

Q. A large number of these subscribers had subscribed while the provisional 
directors were in office, in fact all of them? <A. Yes. 

Q. And I suppose before you took hold at all the subscribers with the provi- 
sional directors had given powers of attorney, had they not? A. Yes. i 

Q. That is in all those as well as those Lindsay and you had got taken up that 
you filled in your own name? A. No, it was only those I took after I took 
charge of the Bank. . 7 

Q. .Who was proxy for the others? A. OC. H. Smith, if I remember right. 

Q. He was secretary of the provisional directors? A. Yes. 

Q. And was one of them? A. No, he was not a director, a hired servant. 

Q. A hired servant of the provisional directors? A. He was. 

Q. He, however, participated with them in the amount that they got from 
you? <A. I believe he did. . 

Q. And you and C. H. Smith then would have had enough votes at that 
meeting acting on all those proxies to carry anything you wanted? A. I had 
enough to carry anything I wanted. 

Q. And you exercised that power and carried what you wanted? A. I did. 

Q. After the meeting what was the next step? A. The next step was to 
take a list of the subscribers together with an affidavit verifying the same, and the 
evidence of the notice of the calling of the meeting by way of copies of newspapers, 
and wait on the Finance Minister requesting a certificate. 

Q. And that was duly done? A. Yes. 

Q. You took Mr. Hunter down? A. I did. 

Q. The solicitor of the bank? <A. He was. 

Q. And your visit to Ottawa was a short one? A, No, it lasted a week, 
nearly go. 
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Q. Mr. Hunter did not wait? A. No, he waited there two days and then 
went home and left me there. 


Q. He settled with Smith too? <A. Yes. 
Q. He was there while that was being done? A. Yes. 
: Q. How many days were you and he down there together? A. About two 
aays. 
: OF Enenehewlettrce Av ¥ es, 
Q. After Smith was settled with and came home? A. Yes. 
Q:. Did he return at all? .. A. .No, he did not. 
Q. And you got the certificate? Ag got it the end of the week after he 


went away; I don’t remember, I think it was Friday I got the certificate. 
You went down when? A. I went down the early part of the week, 
‘y could not say exactly what date it was. 

Q. You, I think, had to wait, had you not, in Ottawa for a time before you 
were able to see the Finance Minister, Mr. Fielding? A. We first saw the 
Deputy Finance Minister, Mr. Boville, and at that time Mr. Fielding was prepar- 
ing his budget, and he could not see us for a day or two. 

Q. That is what I say; when did you finally see the Finance Minister? A. 
I saw him two or three times. 

Q. Notwithstanding the preparation for the Budget? A. Later on in the 
week, not in the early part. 

Q. On one day or more than one day? A. I think I saw him twice in one 
day, I am not sure. 

Q. That is all you saw him, was it not, just a couple of times? A. My 
recollection is I saw him three times. 

Q. Onthe same day? A. No, twice on one day and once on another day. 

Q. Once on the following day to the two interviews? A. Yes, I saw him 
one day once and the second day twice, or the first day twice and the second day 
once; I cannot remember exactly. 

. Q. Would your statement to Mr, Hunter be right that you got your certifi- 
cate in 20 minutes? A. After I had satisfied Mr. Fielding, the last interview 
lasted about 20 minutes when he gave orders for my certificate to be issued. 

Q. That was the last ateriew 2 A. Yes. 

Q. After you delivered your letter to him in reply to his? A. I followed the 
letter; I sent it over by messenger. 

After you had delivered your letter to him in response to his? A. Yes. 
Q. Your interview lasted 20 minutes? A. I would say about that. 

Q. And at the end of that time you got your certificate? A. Yes. 

Q. And came away with it? A. Yes. 

Q. Were you requested to return it later on? A. I was not. 

Q. By Mr. Fielding or anybody else? A. Never had any hint of such a 
8 


. Until you got this certificate | suppose no moneys could be paid to any- 
body? A. Well, as a matter of fact they were, and as a matter of law I found out 


afterwards it was wrong. 


ase se 
é __* 7 


Q. Did Lindsay, for instance, get any money before the certificate was 
issued? A. Yes. 
Who from? A. From me. 
To what extent? A. Could not say offhand. 
On what account? A. On account of commissions. 
Where did you get the money? A. I got it from the provisional Hoard: 
Out of what moneys? A. Out of moneys paid in by shareholders. 

Q. I have the minutes here of the first meeting in which it appears that a 
number were present representing 1,807 shares in person, and that the following 
subscribers were present by proxy, W. R. Travers, Toronto, 1,333 shares; W. G. 
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Lindsay, 1,899 shares, and one or two others amounting to 3,401. Who was elected 
at that meeting as president? A. At the directors’ meeting following the sub- 
scribers’ meeting Dr. Nesbitt was elected. 

Q. I am speaking now of the subscribers’ meeting. 

Mr. ComMIssIoNER: They would not elect the president. 

Mr. Hopatns: No, they would elect the directors. 

Q. Isee you prove the notice of the meetings, appointed scrutineers, and the 
directors elected were Colonel McLennan, Colonel Munro, Robert Noble, Allen 
Eaton, W. G. Sinclair, Dr. Beattie Nesbitt, N. M. Devean and John Gilchrist. I 
see the secretary read the provisional directors’ report; was that Mr. Smith? A. 
No, I was the secretary that time. 


Q. You read the report of the a directors? A. Yes. 

(). And they reported: “ The Board have to report in the first place that they 
have the sum of $579,200 bona fide subscribed and out of the subscriptions thereon 
they have paid into the Treasury Department of the Dominion Government the 
sum of $250,000, and that the expenses of the organization up to date, as far as 
has been paid by the Board amounts to the sum of $41,291.” I have the original 
report here of Mr. Lown’s in which that figure is considerably more; will you tell 
me how that came to be altered at that meeting? A. There is a difference of 
$3,000 according to that. 

Q. Yes, do you know how that happened? A. No, I suppose there has been 
some mistake in entering up that amount; I could not tell you now. 

Q. Could you tell at what figure that was carried into the permanent books 
of the bank when it was opened? A. The books would show that; $41,000 it reads 
there, and $44,000 here (in Exursit 15). 

@. You cannot explain the difference? A. No. Some director may have 
taken some exception to some item of $3,000 that did not belong there. I could 
not say what it was. 

Q. Following the giving of the certificate what payments were made to Mr. 
Lindsay? A. I made several payments to him, I do not remember. 

Q. Do you remember making a payment ‘to him of $10,000? A. I think 
there were several payments made to him. ; 

Q. I mean immediately afterwards? A. Yes, I remember issuing a cheque 
to him for that amount. 

Q. Out of what moneys was that money paid? A. Out of the funds of the 
bank that the subscribers had paid in. 

Q. I suppose it could not very well have been paid out of anyone else? A. 
No other moneys to pay it out of. 

Q. I will just get you to look at these cheques and see if these were paid and 
paid out of that amount—would these cheques all have been paid out of that 
amount (7 cheques)? A. Yes, all these were paid out of the funds that were on 
hand paid in by the subscribers. 

EXHIBIT 35—Seven cheques referred to. 

Q. Would you look through these earlier ones for me and tell me which you 
refer to when you said you paid Lindsay $3,000 prior to this date? A. Part of 
that cheque, and he got part of that cheque. 

Q. Dated May 23rd, 1906, for $3,000? A. He got $1,986 of that. 

Q. Is that right? A. Yes, there is a deposit I made to his eredit. 

Q. Then there is this cheque of June Sth, 1906, for $1,805, of which he got 
$1,189.50?. A. Yes. 

These two cheques of May 23rd, 1906, and June ‘bth, 1905, were made part 
of EXHIBIT 35. 

Q. What became of the $10,000 that was paid; was that paid to you imme- 
diately after the certificate was granted, or was it paid to Lindsay? A. I think 
there were two $10,000 cheques, I do not know if they were paid to Lindsay or not. 
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Q. Here is a cheque which is Exurpir 28, Travers to W. J. Lindsay, $10,- 
000? A. Yes, this was charged up to my commissions and paid to Lindsay. 
Lindsay drew the cash for it at the bank. 

Q. What did he do with it, do you know? A. I want to understand why 
you ask that question. 

Q. Because I think I know what he did with it, and I want you to say? A. 
I would rather not tell it unless I have to. 

Mr. ComMissioNER: What bearing has it on this Inquiry, what he did with 
it unless that came back to Travers? 

Mr. Hopeins: It went to a third person, and I want to ask him about it. 

Mr. CoMMISSIONER: Has it anything to do with this Inquiry? 

Mr. Hoperns: I think so; I think it is necessary to trace up what has become 
of the money that has gone into the Bank that they got from the subscribers and 
what was done with it immediately after the charter was issued? 

Mr. COMMISSIONER: I suppose if you take the responsibility of saying that 
_ the question is proper. A. Mr. Commissioner, there might be a dispute over that, 
and I would rather not answer it. Of course if you say I must I will. 

Q. A dispute between whom? A. As to part of that cheque. 

Q. As to what became of it? A. Yes. 

Q. You might differ from somebody else? A. Yes. 

Q. I think you should answer it? A. You think I should? 

Q. I think you should, Mr. Hodgins says he thinks it is relevant to the In- 
quiry? A. $5,000 of that was paid to Beattie Nesbitt. 

Mr. Hopeins: Q. To your knowledge? A. Yes. 

Q. Was the cheque drawn with that intention? A. I thought so, yes. 

Q. This is dated December 6th, when was he appointed president? A. On 
the 26th November, the day of the organization meeting. 

Q. And this was charged against your commission? A. Yes. Lindsay had 
no account whatever with the bank; he was entirely a sub-agent of mine and every- 
thing he got passed through my account to him. 

Q. There was a check for $6,000 to Lindsay which I am looking for, do you 
remember that? A. I could not say. 

Q. That check (ExuHIBIT 28) you say was drawn by Lindsay in cash? A. 
Yes, Lindsay drew the cash at the bank for that himself. 

Mr. CoMMISSIONER: Was Lindsay asked about this check? A. Yes, sir, I 
heard him deny the evidence that I was prepared to give. 

Mr. Hopeins: Where; here? A. Yes, I heard him deny what I would 
swear to. 

Q. What you have stated? A. Yes. 

Q. Do you know what that was paid for? A. It was paid for Dr. Nesbitt’s 
stock; he subscribed for $5,000 and afterwards for $5,000 more, and he had some 
arrangement by which Mr. Lindsay paid his first $5,000, and there was around 
about way of doing it to get it squared up. 

Q. Had he subscribed for $5,000 or for $10,000 before the organization meet- 
mang? A. His’ first subscription if I recollect properly was $5,000 and then it was 
changed to $10,000, that is to say one was destroyed and another one put in its. 


place. 


Q. What did Dr. Nesbitt do with the money? A. You will have to ask him 
that. 

Q. I thought you said it was paid on his stock; I want to know who got it? 
A. That was the intention; Lindsay paid the money over to Nesbitt, and Nesbitt 
paid it over to the bank. 

Q. Who did he pay it to? A. I exchanged another cheque of $5,000 ain 
Nesbitt for it. 

Q. On what bank? <A. That is to my recollection 

Q. On what bank? A. On the Traders Bank. J 
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Q. Do I understand that Dr. Nesbitt brought you in this? A. We were 
there together. 

Q. This money that Lindsay had drawn oat of the bank and ‘given to him, 
did he bring it in to you? A. I was there when it was paid to him. 

Q. Where was he? A. In the office of the Farmers Bank on the corner of 
Bay and Adelaide Sts. upstairs. 

Q. And what did he do with that cash? A. ‘Who, Nesbitt? 

Q. Nesbitt? A. My recollection is he gave it to me and I gave him back 
another cheque for $5,000. 

Q. On the Traders Bank? A. Yes. 

Q. What did he do with that? A. That paid his stock up. 

Q. What did he do with the cheque? A. It was passed into the Accounting 
Department to pay up his stock. 

Q. Why did not you pass in the cash? A. We had a reason for not doing 
it at that time. 

Q. What was the reason? A. I do not remember. 

Q. It looks to me as if he had given you the money and you had made a 
' cheque which he afterwards got? A. Yes, that is my recollection of it. 

Q. And he afterwards got the money on that one A. He got credit for 
his stock on it. 

Q. What became of the money, did you keep it? A. I do not know, I think 
I used it for some other purpose. 

Mr. CoMMISSIONER: It did not go into the bank. A. No, sir. 

Q. You exchanged your cheque for it? A. Yes, sir. 

Mr. Hopeins: Your own personal cheque? A. No, it was another bank 
cheque I exchanged for it; that is my recollection. My memory is not quite so 
good as it was then, but that is my recollection of it. It has been so contradicted 
that I am puzzled to say what were exactly the facts. 

Q. Mr, CommissioneR: This was $10,000 on account of your commissions 
practically? A. Yes. 

Q. You handed it over to Lindsay, Lindsay cashed it; he must have gone out 
of the office to cash it? A. He did; he went out to the Traders Bank. 

Q. And brought back $10,000? A. Yes. 

Q. And gave $5,000 to Dr. Nesbitt A. Yes, sir. 

Q. Which he handed to you, and you gave him the bank’s cheque for it? A. 
For $5,000. 

Q. Why the bank’s Ceae A. To pass through the Accounting Depart- 
ment, a cross entry. 

Q. He just bought a cheque from you? A. Yes. 

Q. And that cheque he used to pay up his stock? A. Yes. 

Mr. Hopeins: That cheque was drawn on whose account? A. On my 
account. 

Mr. ComMisstoneR: Which cheque are you speaking of? A. $5,000, an- 
other cheque drawn to me for commission. 

Mr. Hoperns: You say he gave you $5,000 in cash? A. Yes. 

Q. You gave him a cheque which you said was a bank cheque? A. Quite so. 

Q. Payable to yourself? A. Yes. 

Q. And that cheque you handed to him? A. Yes 

Q. And on whose account was it drawn? A. On ine Farmers Bank account 
on the Traders Bank. : 

Q. What was it charged to? A. To my commissions. 

Q. .In addition to the $10,000 which Lindsay drew out, there was an addi- 
tional $5,000 from the Traders Bank? A. Yes, there was $15,000. 

_ Q. $5,000 of that went to the credit of Dr. Nesbitt’s stock? A. It did, that 
is my recollection. 

Q. Leaving $5,000 in your hands? A. Yes. 
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Q. And of course you had kept one-half of the $10,000 yourself? A. No, 
I did not. 

Q. Who had the other half of it? A. Lindsay. 

Q. So you got $5,000, Lindsay gct $5,000, and Dr. Nesbitt got $5,000 and 
paid up his stock with it, that is what it comes to? A. Yes, that is right. 

Q. Then we will find that $5,000 cheque on the same date? A. You will 
find it that date or the next day. 

Q. Did not you give Dr. Nesbitt your cheque that day? A. Yes, but my 
cates is the cheque of $5,000 that was given to Nesbitt was dated a day 
ahead. 

Q. What was the purpose of that? A. I cannot say that. 

Mr. COMMISSIONER: He suggested that they did not want to show how the 
transaction took place? A. ‘There was some reason for concealing or for hiding 
the exact transaction at that time, I don’t remember what it was. 

Mr. COMMISSIONER: I rather gathered that was what the witness meant by a 
round about way? A. Yes. ' 

Mr. Hoperns: It is a fact that not. one of your cheques would show anything 
as to what they were used for, that you uever drew a cheque that should tell in any 
‘way what it was for? A. No, I did not, not all my cheques, a great many cheques. 

Q. All except your grocery and other accounts, did not you make that state- 
ment in regard to it? A. Yes, I think I did. } 

Q. Is it right? A. I should say so, I think to a large extent. 

Q. You know how this cheque was payable? A. Yes, my recollection is it 
was payable to myself. 

Q. And endorsed by you? A. Yes. 

Q. Was it handed over to Dr. Nesbitt? A. It would have to be handed to 
him. Why would he give me the money if he did not get the cheque?. 

Q. Was it handed? A. That is my recollection, yes, but I am not sure. 
| Q. Who would be the accountant or person who would get that cheque? A. 
Mr. Fitzgibbon can tell whether that was the entry made for the stock or not, I 
cannot tell. 

Mr. ComMIssIONER: Does the book show that on that day the stock was paid 
up? | 

Mr. Hopeins: I cannot recollect that for the moment; I will verify that. 

Mr. CoMMISSIONER: Where is the cheque he is now speaking of ? 

Mr. Hoperns: I have not seen it? A. I have seen that cheque a dozen 
times at the different trials. 

Q. It will be produced in due course, but I do not recollect ever having seen 
it and I have not it here. I will have that cheque you speak of hunted up and all 
the entries about that. 

Q. You had an agreement with these provisional directors at the start, had 
not you? A. I had. . 

Q. And you remember a letter being got, don’t you, by one of them, from 
Mr. Urquhart, in reference to the notes being taken for stock subscriptions? A. 
Yes, I remember a letter coming in from Mr. Urquhart. 

Q. That is said to be a copy of it (Exuripir 21)? A. I heard Mr. . 
Urquhart’s evidence and that was correct. 

F Q. Do you notice the date of that? A. The 26th June, 1906. 

Q. The provisional directors have all been examined and they seem to think 
it was a perfectly proper thing for you to have made that agreement with them on 
July 4th; will you just give me the history of it from your point of view? A. Be- 
tween the time that the first agreement was made with me, that would be on the 
12th March and the 4th July everything ran very smoothly until one Saturday that 
Mr. Lindsay brought in an unusually large number of subscriptions and then. they 

ay \ 
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refused to allot them unless I made a new agreement with them; that was the 
origin of the second agreement. 

Your agreement of March, did that contain the provision that they should 
allot? A. I do not think so. 

Q. Were you to be paid on allotment your commission? A. I was to be paid 
half on the payment of 10% by the individual shareholder, and the other half when 
the stock was on allotment. 

Q. I see at a meeting of the provisional board dated 23rd June, it was moved 
by Mr. Fraser, and seconded by Mr. Gallagher: “‘ That instructions be given to Mr. 
Travers that no notes be accepted in lieu of cash for payment of stock, and that no 
agent or sub-agent employed by him accept the same, but the conditions set forth 
- in the form of application be adhered to on a cash basis unless otherwise specially 
ordered by the Board.” Were you notified of that? A. I was notified of it, yes. 

Q. And I see the letter from Mr. Urquhart is dated after that; was it got in 
consequence of that notification to you or how did it come to be considered to- 
gether? A. I think that when they found I was willing to make the new agree- 
ment to pay them more money that they were satisfied to get legal advice on it and 
make it satisfactory, that is my recollection. 

Q. They would not allot them the large number? A. They refused to allot 
them. 

Q. What was their objection? A. I cannot say which one of them told me 
that they would not allot them, one of them certainly did, because I would hav 
control and would put them on the outside. : 

Q. What is the meaning of that? A. It meant to say I would have the vot- 
ing power at the shareholders’ meeting and could do as I wished; that is what I 
understood from the conversation. 

~Q. Is that conversation prior to this agreement of the 4th July? A. Yes, 
it was. 

Q. And was anything further said.to you beyond the fact that they would not 
allot because you would have the balance of power? A. They said they wanted 
$10,000 on account of the new agreement. 

Q. This is before the agreement at all? A. I do not remember anything 
more than that; there might have been, I cannot recall it just now. 

Q. You agree in the agreement to pay them $20,000? A. Yes, half down 
and half after the bank was organized. 

Q. One or other of the provisional directors stated something to the effect 
that they were much more moderate than you; that you wanted to give them a 
much larger sum, or that they were entitled to a much larger sum? A. I contra- 
dict them all on that point; I heard their evidence here. 

Q. What do you say about that? A: I say I was unwilling to give them as 
much as $20,000, but I was practically forced to do it. 

Q. What hold had they on you? A. I would have been down and out, that 
would have been all the hold they had on me; I could not have gone any further. 

Q. This agreement of the 4th July, part of Exursrr 12, recites your 12th 
March agreement and its annulment, and they to allow you to sell what is still 
unsold, and to allow you 10% commission, and then it makes provision for engag- 
Ing you at $5,000, which was $1,000 increase over the old one? A. I think so. 

Q. And a pension. And then Smith agrees to surrender certain rights he 
had, and you agree to accept the legitimate accounts as they now stand upon the 
books for expenses of the organization to date, and to allow the directors and Smith 
the sum of $20,000 as remuneration for their services, surrender of charter, etc., 
to be paid out of the funds of the bank, provided the same be confirmed at a meet- 
ing of the subscribers; you to have full control of the office of the bank and of all 
its affairs immediately after the making of this agreement.. Up to that time and 
the making of that agreement was there any agreement between you that you should 
pay the provisional directors for their services? A. No, I had no say whatever, I 
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did not attend their meetings, I knew nothing of what was going on beyond the 
fact that I was getting stock and was getting near the mark which would comply 
with the written agreement. 

Q. Out of what was that $20,000 to be paid? A. To be paid out of the 
subscribers’ money, it was paid out of that, I mean to say $10,000 ‘of it, not the 
$20,000. 

Q. How is it the same day another agreement is drawn reciting the prior one 
and you accepting the responsibility for the $20,000 instead of leaving the respon- 
sibility really with the subscribers; how does the second agreement come to be 
drawn? Would you like to look at it? A. Yes; I would like to see it. Mr. Lown 
was a solicitor, and I was just trying to recall the reason he had for this. Mr. 
Lown wished this second agreement made for the purpose of having a receipt 
attached to it signed by all the provisional board, if I remember right, and I read 
it over and I did not see anything that conflicted with the other agreement and so 
I passed it. 

Q. I understood that under that one, perhaps I am wrong,—that this $20,000 
was subject to ratification, and in the other that you took the responsibility of 
getting that ratification, and if you did not get it you were liable for it? A. I did 
not understand it that way; I found that in the minutes after I got them, but I 
knew nothing of that at that time. 

Q. You found that was their impression afterwards? A. Yes, after I got 
the minutes; I had not seen the minutes up to that time. 

Q. How was it that that agreement having been signed was deposited with 
a third party and you did not get it until later on? A. It was suggested by Mr. 
Fraser I think, if I remember. 

Q. Was it to be an effective agreement? A. I do not reeniber the terms 
of the agreement; I did not keep a copy of it. 

Q. It was left anyways with Messrs. Robertson and MacLennan and was not 
to be delivered up except on the order of the provisional directors? A. Yes. 
| Q. What was the object of that? A. I suppose the object was to have some- 
thing to bind me to carry the matter through for them was all I could make ‘out 
of it. . } 

Q. You paid them $10,000 on that same day? A. I did. 

Q. And how was that money procured? A. It was procured from the 
Traders Bank out of the funds that were paid in by the shareholders. 

Q. Who signed the cheque for that? A. Mr. Lown, I think, and myself. 

Q. Under the earlier agreement of the 4th July you were to countersign all 
cheques? A. Yes. 

Q. So that you and Mr. Lown signed the cheque for $10,000, was the money 
drawn out or a cheque handed over? A. They were drawn out to my order and 
I endorsed them and handed them over to them. 

Q. Were there more cheques than one? A. There were four cheques; I saw 
them here a minute ago. 

Mr. CoMMISSIONER: Was that charged to your commissions account? A. 
They charged it to my commissions account. 

Q. What right had they to do that? A. I did not think they had any right; 
I thought it was understood under that first agreement that it was out of the funds 
of the bank, and they were holding themselves responsible for it and I was to be 
held personally liable for it. 

-Q. There is a statement somewhere, I thought it was on the back of this, of 
the amounts paid to the various parties, and I just want to ask you one question 

about that—I don’t know just where the ‘memorandum I saw is—out of that cheque 
Smith got $2,500 and the others varying sums— I will be able to tell that exactly 
a little later on when I put my hands on the memorandum? A. I do not think 
you can prove that by those cheques, how that money was divided up. 
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. Iam not asking that; I am telling you I am in a position to prove Smith 
got $2,500 out of that? A. I am satisfied he did. 

. I just want to carry you for a moment down to Ottawa; when you got 
down to Ottawa you found Smith there? A. Yes. 

Q. And:his demand was for $2,500. A. Yes, so Mr. Hunter told me. 

Q. And if he got $2,500 out of this cheque, it "would probably be the ie 500 
for the balance, would it not? A. Yes. 

Qu You settled with him, didn’t you? A. Yes. 

Q. How much did you give him? A. $1,800. 

Q. Was that paid in cash? A. No, I gave him an I.0.U. for it to Mr. 
Smith at that time, and then exchanged it for a cheque later on. 

Q. How was it you paid Smith so large a sum as $1,800 when none of the 
others got anything beyond a few hundred dollars? A. Mr. Hunter and his— 
solicitor arranged that. 

Q. You cannot give any reason for that? A. I have my own reasons, yes. 

Q. Were there any reasons expressed down there that led you to settle with 
him on a different basis? A. Yes, I understood he was going to put a protest in 
with Mr. Fielding regarding some of the subscriptions. 

Q. He was disposed of there, and you afterwards settled with the other 
provisional directors? A. Yes. 

Q. Why did you not pay them the balanee—— A. I did not think they 
were entitled to it; I got rid of them as easily as I could. 

Q. In other words you had to pay the $10,000, but you did not have to pay 
the other? A. I did not have to pay the other and I did not. 

Q. I would like to ask you about the subscription of W. J. Lindsay; the sub- 
scription is apparently dated on the 22nd October for $50,000? A. Yes. 

Q. If your letter to Lindsay that I have already quoted is correct there was 
no necessity for $50,000—when was that subscription made and when was it dated 
and used? A. Lindsay left the subscription signed in blank with me to be used. 
to complete any amount that we needed, that is my recollection ‘of it, and I filled 
the date in. 

Q. When did you fill the date in? A. I filled the date in on or about near 
the meeting time, near November 26th, prior to the meeting; I cannot just say 
what date it was. 

Q. You say the 26th November the meeting was? A. Yes, and I dated 
Lindsay’s subscription the 22nd October if I remember right, to comply with the 
notice that was in the paper. 

Q. It would be about a month back? A. Yes, I ante-dated it a month. 

Q. When did Lindsay know his subscription had gone on? A. He knew 
what I was doing all the time; I could not say when he knew it was registered on 
the books ; he must have known of it prior to the meeting. 

Q. He does not admit he did? A. I heard his evidence about it. 

Q. I would like you to be as definite as you can about it; was any attempt 
made in the books to make them appear as if this was the correct date; it looks to 
me as if there was? A. No, I do not think so; I think you will find the sub- 
scriptions break off about October 22nd. 

Q. Look at this, for instance (Minute book, Exurpir 9) you will see that 
Lindsay’s subscription is the very last and the impression ‘is ene different ; do 
you see his is the very last? A. Yes. 

Q. And the minute is dated October 26th, and apparently alloted on that 
date? A. Yes. 

Q. So if what you tell us is right, it is added there, that must have been put 
in afterwards. Did Mr. Lown, the Chairman, know that? A. I think he could 
explain that. | 

Q. Do you know whether he did or not? A. Mr. Lown should know all 
about it. 
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Q. We have a duplicate of that list which does not have Lindsay’s name on 
at all; do you know anything about the addition of that in typewriting to that list? 
A. It has all been typewritten at the same time. 

Q. I will be able to show you that that is not the case, but I want to know 
what you know about it. Who instructed his name to be put in there under date 
October 26th? A. J could not say; I may have done so. 

Q. Look at this book (Large subscription book, Exhibit 19) what date does 
that bear for allotment? A. Here is 500, October 26th. A. That is written 
in in typewriting, the ones before that are both November 24th; do you remember 
anything about the instructions as to what appeared in this book? A. This book 
is copied from the other book; I cannot tell you unless I saw the original book. 
What is the original book? A. That one, (Exhibit 18). 

That appears to be dated? A. The 22nd October. 

Whose handwriting is that? A. That is in Mr. Shaver’s handwriting. 
Did you instruct him to put it in the books? A. I presume I did. 

He must have written it in sometime close to the November meeting? 
A. My recollection is that from there on up to and including all under October 
22nd, that those were written in just prior to the meeting. ! 
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Q. And were they ante-dated? A. Some of them were, yes. 3 

Q. Tell me which of those were; there is Lindsay you have spoken of; what 
about Dr. Nesbitt 100 shares? A. $5,000 was ante-dated; Lown is ante-dated; 
Hunter’s, I could not say for sure; McCorquodale’s ante-dated, the next McCor- 
quodale, and the next McCorquodale; Fitzgibbon was ante-dated, Gallagher was 
ante-dated; Luxton was ante-dated; Bradley was ante-dated, at least that is my 
recollection; I am not sure about Mr. Gilchrist. 

Q. What about Linton, Richardson, Mitchell and Gilchrist? A. Richardson 
I think was; I could not say positively about the others. 
~  Q. Luxton was a stock seller at Milton? A. He was working for Lindsay, 
sub. : 

Q. Who was Bradley? A. That is another sub. 

Q. You think the handwriting of all those was Shaver’ st A. -It-'was all 
Shaver’s handwriting, yes. 

Q. Under whose instructions? A. I cannot say I gave him instructions 
about each one of them; we handed over the subscriptions to him and he entered 
them up, but he was doing his general work under my instructions of course. 

Q. Of course if they were all ante-dated he might be merely a copyist putting 
them down as they were? A. I do not think he copied those in until a few days 
before the meeting; that is my recollection. 

Q. Would that have been after the Laidlaw subscriptions had been got out 
of the way? <A. Yes, it would. 

Q. Who is Gilchrist? A. John Gilchrist is an officer in the Crompton 
Corset Company. 

Q. Can you tell and does that book show the amount up to Gilchrist’s name, 
the total amount of stock subscribed? A. Yes, 5,448 shares it shows there if 
the additions are correct, here, I think they are. 

Q. $596,200 of shares would indicate that there were some 500 shares got 
after that, would it not? A. Do you refer to the list that was filed with the 
Government? : 

Q. Yes? <A. I would have to see the list and see why it does not cor- 
respond with this; I cannot answer just off hand. 

Q. You took the list right down to the time you went to the Government? 
A. Yes, the list was supposed to be an exact copy of this book. 

Q. That was in November? A. Yes. 

Q. What had you got according to this book down to? A. According to 
this it was 5,448 shares. 

Q. And the next date in that is December 22nd? A. Yes. 


168 REPORT OF COMMISSION 


3 GEORGE V., A. 1913 


Q. So that those you have given us are the concluding ones of the whole list? 
A. Yes, I should say they were. 

Q. Prior to getting the certificate? A. Yes. | 

Q. Is this the list, Exhibit 17, that went in to the Government, do you know? 
A. That is a copy of it. 

Q. You do not know whether it is the original? A. It is a copy of it; I 
am sure it is not the original. 

Q. In that book of yours where does the Lindsay subscription come in, after 
whom? <A. After M. Beattie, Campbellville. | 

Q. The one immediately ,after that in this list is W. Beattie Nesbitt, 100 
shares? A. That might be. 

Q. I just want to know because I do not see any reason why it should be put 
there; why is this Lindsay one put out of its order and away up perhaps two or 
three places ahead and out of its legitimate order according to that book? A. I 
could not answer that question. Fitzgibbon ought to be able to answer; he is the 
accountant that prepared this statement. 

Q. It does appear, I am right, am I not, it does appear out of its order; if 
you look at the original book you are referring to? A. Yes, it should be near 
the end. 

Q. You will find the Beattie Nesbitt, the Lown, and these others all in their 
proper order a couple of pages over. In the prospectus filed in Ottawa there are 
a number of names given—on the prospectus that was filed with your application— 
a number of names given as directors that have sworn they had not agreed to be 
directors: Major Beattie and Calvert? A. So far as Major Beattie is con- 
cerned I think he had a poor memory when he gave that evidence. I called him 
up on the long distance phone after he had been approached by Mr. Lindsay, or 
perhaps I should say Mr. Lindsay called him up and then allowed me to speak to 
him and he asked me who I was, and I told him “ You ought to know me; you have 
known my people for 25 years; we have dealt hundreds and thousands of dollars in 
your store”; and he said “ Oh, yes, that is all right”, he said, ““I have no objec- 
tions”. He did not exactly tell me I could put his name down but I inferred that 
he intended that I should, but later on he objected to it. 

Q. And before this prospectus was filed at Ottawa? A. Yes, that was 
before that. 

Mr. CommissionER: Which was,—the objection before or the consent before? 
A. The objection was raised before I had filed the subscription list in Ottawa. 

Mr. Hoperns: What you tell us about speaking over the telephone was the 
original talk you had? A. That would be about March or April, 1906. 

Q. And before this prospectus was filed in Ottawa with the Finance Minister, 
Major Beattie had withdrawn his consent, whatever it was, to be a member of the 
Board? A. Yes, he had refused to subscribe for stock to qualify as a member 
of the Board; therefore, he could not be elected. é 
QQ. But he had declined to be a director? A. Yes, he declined to subscribe 
so that he could not be a director. 

Q. He might have consented to be a director and then declined to subscribe? 
A. I understood Major Beattie when his name was put upon the provisional pros- 
pectus to have consented to have it there. 

Q. Iam only asking now with regard to the date, which is the 27th Novem- 
ber, when you verified the prospectus which contains the statement: ‘“ The follow- 
ing gentlemen consented to act as directors if elected ”, whether at that time you 
did not know that Major Beattie had withdrawn consent he had given, whether by 
refusing to subscribe or otherwise? A. I knew that, yes. 

Would that apply to John D. Ivey? A. Yes. 
Would it apply to W. S. Calvert? A. Yes. 
To Hon. A. G. McKay? A. Yes. 

Thomas Urquhart? A. Yes. 
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Q. When you were in Ottawa were you asked anything with regard to the 
truth of the statements made in the prospectus? A. I did not think they were 
untruthful at that time. 

Q. Were you asked anything about their truthfulness? A. Yes, Mr. Field- 
ing discussed the subscribers’ list with me. 

Q. What names did he mention? A. He mentioned those Laidlaw names 
and he mentioned some others that somebody had been kind enough to call his 


attention to, and I told him there was no provision in the Bank Act to take those 


names off the list until after the Bank had organized, but that we had sufficient 
over and above that. 

Q. Laidlaw’s subscriptions amounted to $21,300? A. Yes. 

Q. What were the others he referred to? A. I cannot say exactly which 
ones they were; if I remember rightly it was Smith and Davidson of Flint, and 
Hon. Samuel Merner. 

Q. How much was that? <A. Five thousand dollars. 

Q. That would be fifteen thousand more? A. Then Hon. Mr. Forget, that 
is $5,000; and then A. H. Hoover’s five thousand more; and he spoke about 
Lindsay’s $50,000, but he made no objection to it; that is my recollection of it. 

Q. Was that at one of the interviews with him, I suppose? A. Yes. 

Q. On the first day? A. I think it was immediately after Mr. Calvert 
introduced me to him. 

Q. That was the first interview? <A. I think that was the first interview 
we had, [ am not sure about that though. 

Q. Then you think somebody had been telling him about the difficulties re- 
garding this list? A. There was no doubt about it that he had been commu- 
nicated with or been spoken to by numerous people. 

Q. Did he ask you about the truthfulness of the prospectus so far as the names 
was concerned? A. No, I do not think we spoke about that, in fact I am sure 
we did not. | 

Q. You know that Mr. Forget is mentioned as one of the directors; did he 
ask you if he was going to be a director notwithstanding his stock was questioned ? 
A. No, that was not spoken about. 

Q. The point was he was getting information from you as to the stock sub- 
scription list? A. Yes, the question was as to whether the list of stock sub- 
scribers was bona fide or not. 

Q. The amount you have mentioned comes as nearly as I can make it to 
$41,300; there are four of them of five thousand each, and the Laidlaw’s subscrip- 
tion $21,300? A. Yes. 

Q. And then there is the Lindsay one, the fifty thousand ; those were the ones 
he asked you about? A. Yes; my recollection is that all of those or some of 
them at least he asked me about. I could not swear positively every single one was; 
T know he went over a few of them. ; 

Q. Those are in your mind? A. Yes, those are in my mind as the ones he 
Hoe questioned me about. 

Q. -What explanation did you give about the Laidlaw ones? A. I simply 
said I left them on the list because I could not take them off, because I did not 
need them. 

Q. What did he say to you? A. He had been served with a letter from 
Mr. Leighton McCarthy explaining the whole matter to him, so I did not have to 
tell him anything. 

Q. That they had been settled with? A. I think so; I did not read the 
letter, but that is what I understood was inferred there. * 

Q. You mean he had been told what had become of the subscriptions? A. 
Yes, he had, been told in the first place about the writ, and in the second place he 
had withdrawn his objections, and he explained why he had withdrawn them. 
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Q. In discussing that did he speak as to the statement in Mr. McCarthy’s ’ 
letter as to the way in which the deposit was being raised? A. No, he did not 
speak about that at that time. 

Q. “I received information,’ Mr. McCarthy says, “that alleged subscribers 
for shares paid a large sum of money in cash and have signed notes for other large 
sums of money and that the persons professing to act in the name of the Bank have 
transferred notes and received proceeds, and that a deposit either has been made or 
will be made of the cash received. and the proceeds of those notes or a sufficient 
amount to make up $250,000”. Was that element of it discussed? A. The first 
I heard of that was Mr. Fielding wrote me a letter. 

Q. On the first occasion there was no discussion of that? A. No, my recol- 
lection is there was nothing said about that at that time. ? 

Q. He was discussing with you the getting rid of them, he took that up with 
your <A. Not as to detail, just in a casual way that we had settled it. 

Q. He just treated it in a casual way? <A. Yes. 

Q. Did you assure him they had? A. I told him it was arranged. 

Q. Why did you volunteer the remark you were leaving them there in the 
list? A. Because there was nothing in the Bank Act which would permit me to 
take them off the stock list once they were put on there. 

Q. _ Did he assent to that? A. I do not remember; there is nothing that 
enables us in the Bank Act to take them off. 

Q. Therefore you were obliged to send them in? A. I had them sent in, 
they were in. 

Mr. CoMMISSIONER: ‘They were in; he could not get the thing back to change 
it; it was there. 

Mr. Hoperns: Is that what you meant, because you had sent it in to him you 
could not change it? <A. Yes. 

Q. I understood you to mean after the subscription was once taken you could 
not change it? A. I will say that as well. 

Q. What did you tell him? <A. JI told him there was no provision in the © 
Bank Act to remove those subscriptions. 

Q. From what? A. From the subscription list, from that book. 

Q. After he had the list that you had sent him in, is that what you mean? 
A. Yes, exactly. 

Q. Did he assent to that view? A. I do not think he expressed any opinion 
about it. 

~ Q. Why did you say “we have enough without that” ? A. I called his 
attention that we had more than five hundred thousand dollars, that even if those 
were eliminated we had sufficient left. ; ) 

Q. How much had you then? A. The subscription list shows $579,000, I 
think. 

Mr. CoMMISSIONER: $579,200 is what this document shows (Exuisit 17). 

Mr. Hoperns: The printed one is $578,900, and there were thirty five hun- 
dred shares, but those were taken afterwards? A. What list are you referring to? 

Mr. CoMMISSIONER: Those are on separate paper; they are apparently 
included in that lot. 

Mr. Hoperns: You see at the bottom, you will find the total (in printed 
return)? A. This is a true copy of the list I sent in (ExuHrsiT 17). 

Q. At that time if you had deducted Lindsay as well as those others you 
‘would not have had over $500,000? A. No, we would not. 

Q. What was the discussion with regard to the Forget subscription, what did 
Mr. Fielding say about that? A. I cannot swear that he said anything directly 
about that, but he said there were some conditional subscriptions, he understood, 
and I said that those would be replaced, but in the meantime we had enough with- 
out them; that is my recollection of my conversation with him. . 


back. 
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Q. Were the names mentioned that you have given me here? A. There 
were some names mentioned, but I cannot swear to each one of them; there were 
some mentioned. 

Q. The Forget subscription was a conditional subscription? A. Yes, it 
was written on the face of it. 

Q. Two men in Flint were conditional subscriptions, were not they? A. 
There was nothing to indicate that they were conditional. 

Q. But you knewit? <A. Yes. 

Q. And Hoover’s was? A. Hoover’s was written on the face of the sub- 
scription itself. ; 

Q. Is that one of those you mention? A. Yes. My recollection is I men- 
tioned that; the original subscriptions were sent to me at Ottawa. 

Q. Original subscriptions? A. I had them all there. 3 | 

_Q. Do you mean the whole bunch? A. Those papers like that that re- 
presented every subscription that was on the list. (Similar to subscription form 
in EXHIBIT 25). 

Q. Was that after your conversation with Mr. Fielding? A. After first one. 

Q. Did you telegraph for them? A. Mr. Hunter came back and had them 
sent down. 

Q. Mr. Hunter came back and had them sent down to you? A. Yes. 

Q. That is the subscriptions which are similar to this exhibit 25? A. Yes, 
the original subscriptions signed by the subscribers themselves, 

Q. You would get that naturally a couple of days after Mr. Hunter left; if 
he left at night and got here in the morning you would get it on the following 
morning? A. Yes. 

Q. You were prompted I suppose by Mr. Fielding’s interview to get those? 
A. Yes. I think I told Mr. Hunter that there might be some questions come up. 
I think he advised me to get them, and said he would attend to it when he went 


Q. And they actually reached you in Ottawa? A. They reached me in 
Ottawa. 

Q. Had you promised Mr. Fielding to get them? A. I could not say. 

Q. Did you show them to him? A. I showed them to somebody, I do not 
remember whether it was Mr. Fielding or Mr. Boville, or somebody else in the 
Department, I could not say. My recollection is I showed them to somebody. 

Q. You showed this pile of papers? A. My recollection is I showed them 


~ to somebody. 


Q. Nobody suggested that; is your recollection clear upon it? <A. I re- 


~member having the subscriptions there, and somebody looking at them; I do not 


know whether it was at the Department or whether it was Mr. Guthrie; I do not 
remember that now. My memory is not as good as it was a few months ago. 

Mr. Travers: Mr. Commissioner, in bringing me up could not you see that 
they give me refreshments? JI have had nothing to eat since 7 o’clock? 

.Mr. Commissioner: That ought to be seen to; it ought to be done by the 
Commission. 

Mr. Hoperns: I had no idea of that, and if you had mentioned it before 
I would have seen to it. Mr. Thompson will see that the officer is provided with 
money for that purpose. 

The Commission adjourned at 4 p.m. until 11 a.m., tomorrow. 
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Toronto, May 15th, 1912. 


The Commission continued its sittings at 11 a.m. 


W. R. TRAVERS, Examination continued— 


Mr. Hoperns: Look at this cheque and see if that is the cheque you ies 
of yesterday as being made out after you got the cash from Dr. Beattie Nesbitt? 
A. Yes, I think that is the cheque. 

EXHIBIT 36—Cheque dated December 7th, 1906, for $5,000 to W. D. Travers 
signed “'The Farmers Bank of Canada, W. R. Travers, General Manager ”. 

Mr. CoMMIssIONER: Do you keep your slips to show the deposits? A. 
They should show. 

Q. To trace this up, because apparently it must have gone through the Clear- 
ing House? A. Yes, I think it went through as a cross entry, sir. 

Q. It was paid on the 7th December, the same day it was dated. Have you 
that book here? 

Mr. Hopetns: No, those will be in Mr. Clarkson’s possession. I will be able 
to trace that up when I have Mr. Clarkson here. This I note is accepted by the 
Traders on the ?th December, who took it over? A. Oh, I think it was deposited, 
I think it would appear on the deposit slip. 

Mr. Commissioner: It would hardly be likely. 

It is marked paid on the 7th and accepted on the 7th. 

Mr. Hopeins: Your signature on that is duplicated. 

Mr. CoMMIssioNnER: He has made a mistake. 

Mr. Hopeins: It would look as if somebody had objected to the signature 
you put on first? A. No, I had a bad pen and I wrote it the second time for 
fear they might object. 

Q. Can you throw any light on it of what became of it? A. It went 
through in the ordinary banking business and back again at the end of the month; 
my recollection is it is just a cross entry. 

Q. Would this letter have any bearing on that transaction signed by Dr. 
Nesbitt? A. Yes, that refers to it. 

Q. That is a letter to yourself dated May 10th, 1910: ‘“ Dear Mr. Travers: 
Referring to our conversation of yesterday, J remember well being in your office, 
then upstairs, on December 6th, 1906, and W. J. Lindsay coming in and handing 
me a parcel of Traders Bank notes to the amount of $5,000; they were hundred 
dollar bills, if I remember rightly. This was in accordance with a private arrange- 
ment I had with him. Yours truly, (Signed) Beattie Nesbitt.” What was the 
conversation of yesterday to which he refers? A. I had spoken to him 
about. it. 

Q. That is three years after the event? A. Yes, I was to go under an 
examination, Lindsay brought a suit against me for commissions and I was to go 
under examination and I wanted to know exactly the facts of the matter. 

Q. Had you any doubt about them? A. No. 

Q. What was the object of this letter? A. I had no doubt about it; I 
wanted Nesbitt to put it in writing for me. 

Q. Wanted to produce it on the examination? A. I did not produce it. 

Q. Was that the idea you should? A. My solicitor thought it would be 
wise for me to get that letter from him. 

Q. Who was your solicitor? A. Mr. Hunter. 

Q. This speaks of a private arrangement he had with Lindsay; did he explain 
what that was? A. No. 

Q. Ordid you know? A. No, not at the time. 
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Q. At what time? A. At that time. 

Q. At the time of the letter? A. At the time of the transaction I did not 
know it. 

Q. Did you learn it afterwards? A. I think as Dr. Nesbitt is going under 
a trial, I do not think it is fair to me—of course Mr. Commissioner knows better 
than I do, but I feel a little reluctant to answer these questions as he is coming 
up before the Criminal Court and I have to give evidence. 

Mr. CoMmissionEeR: I do not suppose that is a reason for stopping the 
Inquiry. You have endeavoured to protect him from any unfair results; 
I think you have done all you can and must answer now. A. What 
is your question? 

Mr. Hopeains Did you learn it afterwards? A. Yes, I learned it from the 
Doctor in conversation that Lindsay had agreed if he went on the Board and became 
President, that his stock of $5,000 should be paid for. I did not approach Dr. 
Nesbitt, I never knew Dr. Nesbitt, till a week or two before the meeting of the 
shareholders, never heard of him except to know him as a politician and a leader of 
the Conservative party in the City, and beyond that I did not know him. 

Q. Do you mean to say that you, the prime organizer of the bank, allowed 
Lindsay to dictate who should be President, his name to be mentioned only a week 
before he was elected? A. I did permit that. 

Q. Lindsay must have had a considerable amount of power in connection with 
the organizing of the bank? A. MHe had power to get the subscriptions and he 
brought a good many of those names on the provisional Board to me; I did not 
see the men. 

Q. How do you account for his being able to name the President? A. 
There were several men named for the President and they fell down after the 
Laidlaw suit, and we were in a fix at that time. 

QO: Who was in a fix?:.. A. I was. 

Q. And Lindsay? <A. Lindsay no doubt felt he would be unable to collect 
the balance of his commissions if anything happened that the bank did 
not go on. 

Q. This arrangement was then come to? A. Yes. 

Q. And Lindsay did not tell you he had arranged to qualify Beattie Nesbitt? 
A. No, I did not ask that. 

Q. That was not stated to you? A. No. 

Q. Did you know that the by-laws passed at the meeting required that 
$3,000— | 

Mr. Commissioner: Had not you better get whether that $500 came out of 
Lindsay’s or his commissions? A. At the present time it is out of Lindsay’s; 
that is the dispute between Lindsay and myself. 

Q. What do you mean at the present time it came out of dee ar “Arce 
mean as far as Lindsay’s commissions are concerned it is charged up against him. 
—Exuisit 37: Letter May 10th, 1910, from Beattie Nesbitt to Travers re $5,000 
handed to Nesbitt. 

Mr. Hoperns: We got up to the point yesterday that Beattie Nesbitt got 
$5,000, that you got $5,000, and that Lindsay got $5,000? A. There was 
$15,000 drawn. 

Q. There is no doubt that Lindsay got away with $5,000 quite apart from 
this $5,000; is not that right? A. Yes, and I charged him with $10,000. 

Q. The cheque to you was for $10,000? A. Yes. 

Q. Of which half was yours and half was Lindsay’s? A. No, I would not 
say that; I was paying him $10,000, that was my intention at that time. 

. Out of which we found yesterday you got $5,000 and Lindsay got $5,000? 
A. I did not get $5,000 out of that cheque, that was wrong. I said I got $5, 000 
out of the next cheque; Nesbitt simply cashed that cheque for me. 
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Q. We at all events got that far that each of you got $5,000? A. Yes. 

Q. And then you say that this $5,000 which Beattie Nesbitt got came out of 
Lindsay? A. Yes. 

Mr. CoMMISSIONER: It was charged to Lindsay. 

Mr. Hopains: What I mean is it had come out of whatever was coming to 
Lindsay? A. Ido not know what you mean, I am trying to tell you the trans- 
action but I am not on trial. : 

Q. How did it come out of Lindsay? A. The cheque was drawn to Lind- 
say for $10,000, and I charged $10,000 against Lindsay’s commissions; $5,000 of 
it went to pay Nesbitt’s stock. I did not propose to have the $5,000 come out of 
my commissions. ; 

Q. When was that charge made? A. The day the cheque was drawn. 

Q. The books will show that? A. No, there were no books kept of that; 
it was a matter between Lindsay and myself. 

Q. What do you mean by the charge was made the day the cheque was drawn? 
A. Charged it in my own mind if you wish it that way. I did not keep any books 
with Lindsay beyond the registering of the stock; I could figure up from there 
from time to time. 

Q. When you say charged you will understand that, speaking as a former 
banker, it is likely to be understood you mean charged in the books? A. Yes. 

Q. And if you mean it in your mind, say so. Then there was no actual 
memorandum except in your own mind for some time afterwards? A. Nothing 
at all but the cheques which were issued to me. 

Q. We have so far as the records go the cheques and who got the money? A. 
Yes. 

Q. Thatis all? <A. Yes. 

Q. We can make up our own minds as to who it should be charged to? A. 
Quite so. 

Mr. Commissioner: Ask him if there was any trace kept, any entry made 
of the sums he paid to Lindsay out of the cheques he drew to himself. 

Mr. Hoparns: ‘To begin with was the system of drawing cheques out that they 
were payable to you, and you were the one who was entitled to the commission 
and you paid Lindsay out of what you got? <A. Yes. 

Mr. CoMMISSsIONER: Did he get any voucher or make any entry of payments? 
A. The cheques that were issued to him were endorsed by him, that is the receipt 
I had for those amounts, and I made certain deposits to his credit in another bank, 
which speak for thmselves. 

Mr. Hoperns: We put in two of those yesterday; then as between you and 
Lindsay where do we find, where does any one find any trace of what was done with 
that particular cheque of $10,000? A. We cannot find any trace of it. 

Q. It is in dispute between you and Lindsay? A. Yes. 3 ~- 

Mr. CoMMISSIONER: What is the dispute? A. He claims he has not been 
paid that $5,000 and many other five thousand dollars, I think he claims $36,000. 

Q. Does he claim that $5,000 should have been paid by the bank or by you, 
the qualification money? A. He claims he paid that $5,000 to me as half the 
- commissions on that cheque. ; 

Q. And that you gave it to Nesbitt? A. And that I made it a present to 

Nesbitt. 
Mr. Hopeins: If that be the case, that letter must be wrong that Lindsay 
came into the office when you were there and that Lindsay gave Beattie Nesbitt 
$10,000? A. No, it is not; I have told you several times that Lindsay came in 
and paid it to Nesbitt in my presence. 

Q. And his contention is you paid it to Nesbitt? A. He contends he paid 
it to me. 
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Mr. COMMISSIONER: I have forgotten whether you asked Lindsay about that; 
I don’t think he gave any account about that? A. Yes, he swore to that; I heard 
him swear to it here. 

Mr. Hopeins: If Lindsay claims that you paid that it must be upon a basis 
that you had agreed to qualify Beattie Nesbitt and mot him? A. Yes, I believe 
that is the contention. 

Q. And your statement today is that you did not know Beattie Nesbitt until 
a week before he was elected? A. I would not say a week, it might be two weeks 
before, shortly before. 

Q. And that his name came forward entirely through Lindsay ? A. Yes, 
that is as I understood it. 

Q. Did you ever agree to qualify Beattie Nesbitt? A. I did not. 

Q. Had not Dr. Nesbitt come to vour notice in connection with the loan that 
was got for the $80:000 from the Trusts and Guarantee Company early in October, 
1906? <A. No, I don’t think I had any conversation at that time with Dr. 
Nesbitt. 

Q. You cannot recall that at the moment? A. I did not know the man at 
that time; he called on me at the Queens Hotel where I was living after Laidlaw 
had entered that infamous suit. 

Q. Hecalled on you? A. He called on me himself, 

Q. In reference to the presidency? A. In reference to taking stock and 
becoming a director. 

Q. Perhaps you will vias this application of his for stock? A. Yes, 
that is his application. 2 

Q. Is that the one that was ante-dated? A. Yes, I think it was the only 
one I think that is on record now. 

Q. That was taken by you or taken by whom, that subscription? A. I 
could not swear to that. 

Q. Whose writing is the date in? A. The writing is my handwriting, but 


the name of the proxy is written by some other handwriting, I don’t know whose. 


EXHIBIT 38—Application of Beattie Nesbitt, dated October 22nd, 1906, for 
100 shares of stock. 

Q. These cheques I think would be the ones paid to the provisional directors? 
A. Yes, those are the cheques. 

Q. I see they are all payable to you, signed by the Farmers Bank by A. S. 
Lown, Chairman, and G. H. Smith, Secretary Treasurer? A. -Yes. 

ExHrsrr 39—Four cheques dated J uly 4th, 1906, signed “ The Farmers Bank 
of Canada, A. S. Lown, Chairman; G. H. Smith, Secretary Treasurer ”, for $2,500, 
$2,000, $2,500, $3,000, all payable to W. R. Travers. 


Q. Exhibit 13 already in is the power of attorney to you from the provisional 

directors, together with a memorandum as to the division of the money, and en- 
dorsed on the back of it is what I could not find yesterday, the statement of how 
much each of these gentlemen got. There are two cheques which have just been 
put in of $2,500 each, Mr. Smith appears to have got one, and Mr. Lown the other, 
from that endorsement? A. I could not say as to how they distributed that 
money, with the exception of the endorsement of Mr. Fraser on one of the cheques, 
which speaks for itself. 
- QQ. Will you just look at Exhibit 16 and tell me if that is the document 
under which you finally got that agreement from Robertson & Maclennan, the 
agreement which you and the provisional directors had signed? A. That was 
the order to obtain the paper; I am not sure whether I ever got it or not. 

Q. Here is Lindsay’s statement of claim in that action in which he admits 
that up to December 7th, 1906, he received from the Farmers Bank, either directly 
or through the defendant Travers, on account of commissions, the sum of $13,- 
527.50 ; that is up to December rth, would that include, in your view, that $10,000 
or only $5,000 of it? A. That is his statement of claim; he never was examined 
under that statement of claim; I disputed the figures. 
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Q. At all events this is in your favour so to,speak, for an admission he got 
so much money; and he further says, “ On and after the 7th December, 1906, there 
was placed to his credit by the defendant Travers and he received the sum of 
$7,000 ”—that would make $20,527.50. Would that—of course I do not mean to 
bind you any way, but speaking generally—would that be fairly accurate as to the 
amount he had actually got? A. No, it would not, 

Q. He got more than that? A. Yes. 

Q. You claim he was overpaid? A. Yes, I claim he was overpaid. 

Q. At all events that was his statement at the time; I suppose from his point 
of view that would not admit any more than needed. Probably it is right that 
from the 5th June or some time, say 4th July, till December you had made no 
deposits to his credit for commissions? A. I had; they speak for themselves. 

Q. From June, 1906, to December, 1906, you had made payments to Lindsay 
for deposit to his credit? A. Yes. 

Q. -And that has come out of the subscriptions? A. Yes. 

Q. There is a copy of a letter addressed by you to Lindsay, dated April 27th, 
1906, which ends up: “I am enclosing you a new form of application leaving the 
proxy blank. Kindly take all your subscriptions without putting the name in at 
all. I have a new wrinkle and will explain it to you when I see you”. Mr. 
Lindsay replied to that on the 1st May: “ Mr. Luxton and I have adopted the plan, 
and I now enclose you a cheque for deposit in Bank of Montreal, and my personal 
‘cheque for $300 to the credit of Greenlees, together with notes or $700; we are 
retaining the subscription of which I send the copy only ”—what was the new 
wrinkle? A. I did not like the subscriptions going into Smith’s hands with the 
proxy blank; I wanted to fill them in myself with my own name or somebody else’s 
I could have confidence in. What letters are those? From Lindsay’s files? 

Q. No? <A. I would not put any confidence in his file. 

Q. These are from the liquidator’s file of what was found in the bank? A. 
That is all right. 

Q. There is a letter of December 28th, 1906, I would lke an explanation on 
one paragraph of; it 1s addressed to Lindsay, at Kerwood, and it says this: “ In 
taking subscriptions from now on until, say the middle of January, Mr. Hunter 
has suggested that you leave the date blank so we may make use of them in any way | 
that may suit best when making up our next list ”»—what is the meaning of that 
suggestion? A. Well, I think we had in our mind at that time that a lot of those 
subscriptions that you referred to yesterday should be eliminated from the state- 
ment before making a new one to the Government, and that the subscriptions that 
he refers to there would take the places of them as near as we could arrange it. 

Q. The return would be one dating up to the 31st December, 1906? A. Yes. 

Q. But it would not go until after the middle of January? A. We would 
have to make it up to the 31st December, and then we had 14 days in which to send 
it in, and the idea was, if I remember right, that we would not show any reduction 
in our total subscriptions if possible. 

Q. The idea was each of these subscriptions which we would get between that 
date and the middle of January would be left blank and could be used to replace 
those that objection might be taken to? A. That is my recollection at the present 
time. 

Q. What particular subscriptions was that in reference to? A. The Laid- 
law, for instance. 

Q. And what else? A. Others that I mentioned yesterday; Smith of Flint, 
Michigan, and Davidson, and several that I knew should come off. 

Q. And was that suggestion acted upon? A. I think the Government 
return as compared with the other one, will show it was to a certain extent. 

Q. Looking at this letter of Lindsay’ s which has gone in as Exhibit 23, letter 
from Lindsay to you, will you kindly read that and tell me what list that refers to, 
and what subscriptions? A. What is this? - 
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Q. That is a copy of a letter from Lindsay to you? A. - Is it a genuine 
copy? 

Q. I think so; when you read it you will be able to tell probably? A. Yes, 
I remember getting something similar to that; probably it is the same thing 
exactly. 

Q. When he was here we questioned him with regard to what bank blue book 
that would be; you see the date of the letter is November 13th, 1907, and we came 
to the conclusion that the blue book would be the one up to the 31st December, 
1906? <A. Yes. 

Q. Would this reference in his letter: “Several names that are not or 
should not be on the list as shareholders” refer to that list of December 31st, 
1906? <A. Yes, I should say it did. ice 

Q. Do you know at all what his reference is? A. His reference was a 
bluff to frighten.me that he would make a complaint to the Government if I did 
not settle with him; that is what he had in his mind when he wrote that letter. 

Q. Was his statement true that there were several names that should not have 
been on the list? A. Yes, he is quite right in it. 

Q. You think this was his bluff to frighten you? A. Yes. 

Q. I suppose it could not have any effect? A. Iam not bluffed as easily 
as that. 

Q. Did you alter the list of December 31st, 1907? A. The lst was sent 
down exactly as it should have been according tn our books. 

Q. I want to ask you now about that loan of $80,000 that was got from the 
Trust & Guarantee Company.? As I understand you found yourself short and you 
had to raise a loan of $80,000? A. Yes. 

Q. In order to make the deposit; this is the cheque which you finally got, is 
it not, dated 11th October, 1906, for $80,000 payable to the Bank of Montreal? A. 
Yes, that is the cheque. —Exurprr 40:—Check, Trusts and Guarantee Company 
to Bank of Montreal, dated 11th October, 1906, for $80,000. . 

Q. Application for that $80,000 was made to whom? A. Mr. Warren of 
the Trusts and Guarantee Company. 

Q. And solely with him? A. Yes. 

Q. What was the bargain, what were you to pay? 

Mr. ComMMIssIONER: Was it in writing or verbal? A. It was a verbal 
application. I called on him and talked the matter over with him. . 

‘Mr. Hoperns: You finally gave him a Lypothecation? A. I gave him the 
usual hypothecation that is taken in such cases for the notes that I deposited as 
collateral security. 

Q. Just tell me what the verbal ayeieemant was? <A. The arrangement 
was he should loan me $80,000 for the purpose of putting up to the Government 
and make the Government deposit in accordance with the Bank Act on the security 
of $103,000 or $104,000 of good Farmers notes. 

Q. As far as I know these are the only papers we can find showing the 
arrangement between you; will you just look and see if there is anything further? 
A. The arrangement was the loan was made to me personally under legal advice; 
it had nothing to do as far as I knew at that time with the provisional 
Board, and the notes having been endorsed over to me personally I had hypothe- 
cated them personally to the Trusts Company and received this $80-000 for which 
afterwards the bank paid 7% and $1,000 bonus. 

Mr. Commissioner: The Farmers Bank? A. Yes. 

Q. 10%? A. Yes, and $1,000 bonus. . 

Mr. Hopeins: I want to know what your arrangement with Mr. Warren was? 
A. My arrangement with Mr. Warren was to borrow that money and give the 
security. 


Q. You explained what these notes had been given for? A. Yes. 
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Q. That they were stock subscription notes? A. That they were given 
on account of the subscriptions, yes. 

Q. And you wanted to deposit them with him and get this money to make 
up the Government deposit? A. Yes. 

Q. What was the necessity for legal voeed A. The legal advice was 
whether those notes could be collected or not when they were given for subscriptions. 

Q. Collected by whom? A. Collected by the holder. 

Q. By the Trusts & Guarantee Company? A. Yes, they would be the 
holder at that time if they advanced the money. 

Q. Who gave the legal advice? A. Mr. Hunter, I think. 

Q. You stated it was given under legal advice; do you mean to say you do 
not know who the solicitor was? <A. My recollection is Mr. Hunter; I do not 
know whether it was Mr. Hunter or Mr. Urquhart. 

Q. Did you meet Mr. Hunter in connection with it? A. .J did. 
| Q. Did you explain the situation to him? A. It was talked over. 

@. Who was he acting for? A. Warren. 

Q. Was it thoroughly understood what we understand now, that they were 
stock subscription notes? A. I am satisfied it was. 

Q. They were to be paid back out of moneys deposited after the granting of 
the certificate? A. That is where Mr. Warren and I differ. I have to contradict 
him. He said the money was to be paid back from the payment of the riotes; I was 
under the impression I was to pay it back out of the deposit. 

Q. How long was the loan for? <A. Thirty days. 

Q. And the bonus was for thirty days, that was the arrangement? A. Yes, 
the bonus was for the transaction. 

' Q. And in fact did you pay the money back out of the moneys you got back 
from the Government? A. I did. 

Q. To Mr. Warren or to his company? <A. To the Trusts Company. 

Q. And was that made in three payments? <A. It was. 

Q. Would the dates Mr. Mitchell has given be right, December 6th, 7th and 
17th? A. I. think so. I did not see the cheques he was handling, but I con- 
sidered he told what were the facts. | 

Q. What bank was your bank at that time? A. The Union Bank. 

Q. It would appear to be in the Traders Bank, this deposit on December 3rd, 
$245,000, would not that be what you got back? A. That is the money that 
came from the Government. 

Q. $245,839.80? A. That $889.80 would be some odd cheques added to 
the $245,000. 

Q. Probably gave you some interest? A. We got some, not very much; 
we got very few favours from them. | 

Q. Would you tell me—? A. The cheques are here themselves; I saw 
them here the last time you held your sitting; they would speak for themselves, 
would they not? 

Q. I have them here? A. I was wrong in saying the Union Bank; I 
transferred my account to the Union Bank soon after the bank opened, and I 
thought when I said that, that the cheques were on the Union Bank. 

0. Look at this, this appears to be a statement, you can tell whether it is 
from your books or the Trusts Company’s books? A. This is made up by the 
Trusts Company. 

Q. Can you identify in that the three cheques? A. $30,000, $25,000 and 
$25,605.81. 

Mr. Commissioner: Thatis repayment? <A. Yes.—Exuisit 41: Farmers 
Bank book with the Traders Bank. 

Mr. Hoperns: This appears in this bank book? A. Yes, I see such 
entries there and I presume they are the ones. 
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. Q. $30,000, $25,000 and $25,605.81? A. Yes.—Hxuipir 42: Statement 
re payment of $80, 000 loan. 

Q: That cheque that I gave you for $80,000 October 11th, 1906, was deposited 
immediately, was it not in the Bank of Montreal? A. Which cheque! ? 

Q. The cheque for $80,000? A. Yes, the book will show the date it was 
deposited; I do not know whether it was exactly that day or a day or two after- 
wards; it was very soon anyway after the issue of it. 

Mr. CoMMISSIONER: Was the $80,000 cheque of the Trusts & Guarantee 
Company deposited in the Bank of Montreal, or did you put your own 
cheque in? A. No, I deposited their cheque. The Trusts Company drew 
it to the order of the Bank of Montreal so that I could not make use of it in 
any other way. 

Q. At whose request? A. It might have been mine, I could not say; Mr. 
Warren I. think says so; I would hate to contradict him. 

Mr. Hoperins: Had you dealings with any one but Mr. Warren in the 
matter? A. I saw Mr. Stratton once. 

Q. In connection with the $80,000 loan? <A. Yes, before it went through. 

Q. Explained it to him? A. Partially. 

Q. To what extent? A. Mr. Warren introduced me to him, if I remember 
correctly, and beautifully outlined the transaction, and I added a few words to it, 
and he said whatever Mr. Warren would do, he would be satisfied with it. 

Q. Who fixed the bonus you were to pay? A. Mr. Warren. 

Q. What was the necessity of paying a bonus on a loan of that kind? A. 
That is a usual custom; people do not make loans, banks or loan companies or any 
other institutions without having a little more than the interest. 

Q. Without a bonus? <A. Without a bonus, very few of them. 

_ Q. What was the reason given to you for having the bonus of $1,000? A. 
Profits to the Trusts Company. 

Q. On account of the dangerous transaction? A. I do not think they 
looked at it that way, I thought they looked at it as an accommodation to me it 
was worth $1,000, and I considered so. 

Q. van thought it’was? - A. ‘Yes. 

Q. There was some doubt as to the legality of the transaction in their mas 
that they were taking arisk? A. At first, but not always. 

Q. Mr. Hunter was not the bank’s eplicitor? Aste No; 

Q. He was acting for whom? A. He was acting for Mr. Warren I under- 
stand. 

Q. You did not identify these documents, I would like you to do that; one 
dated October 11th, signed by the Trusts & Guarantee Company per Warren : 
“ Received from W. R. Travers, Esq., notes amounting to the sum of one hundred 
thousand nine hundred and fifty-five dollars as per list furnished us by the provi- 
sional directors of the Farmers Bank of Canada. A cheque will be given to you 
for the sum of $80,000, the amount of the loan to be made by this company on the 
security of said notes to-morrow. The Trusts & Guarantee Company, per James J. 
Warren.” 

And then October 10th, 1906, which was the day previous, this letter: “ W. R. | 
Travers, Esq., Farmers Bank of Canada, City. Dear Sir: I wish to put on record 
our understanding of to-day that the $80,000 has been available since yesterday, 
and that the rate of interest agreed upon will be payable in respect of it from this 
time on. Yours truly, J mes J. Warren, Manager.” We have not been able to 
find the list of notes anywhere? A. I saw the list of notes here or some place 
else. 

Q. The liquidator says he is unable to find them? A. I had them in my 
hands; they are marked as an exhibit somewhere. 
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Q. We do not find any list; at all events there was a list which that said was 
given by the provisional directors? A. The Provisional Board did not give the 
list; I made the list up myself. 

Q. Without consultation with the Provisional Board? A. I did not con- 
sult with them at that time, very much beyond the allotment of stock. 

Q. This says first, that is as it was written first, “ Furnished us by the 
Farmers Bank of Canada”, and then it is put in, by the “ Provisional Directors”. 
—HExuipit 43: Letter 10th October, 1906, Trusts & Guarantee Company to Travers 
and receipt for notes from Trusts & Guarantee to Travers of October 11th, 1906. 

Q. Did you note the terms of that letter. (Of October 11th, 1906, Exhibit 
43)? <A. Yes. 

Q. You noticed the change? .A. Yes, I noticed he had provided the funds 
and wanted the interest—no, I cannot say that I noticed that. 

Q. In your conversation with Mr. Hunter, did he see the list or notes? A. 
No, I don’t think he did. 

Q. There was nothing but notes being hypothecated? A. Nothing but 
notes. 
, Qua. Lehre ees at all? A. All I had were hypothecated, the sub- 
scriptions as well. I am quite sure there was another document that carried the 
subscriptions with the notes that they referred to. i 

Q. Have you ever said so in any single one of your examinations from the 
time of the failure of the bank up to now? A. I am not sure, but I think I did. 

Q. In what case? A. In the case against Warren and Stratton; I am not 
sure about it, but my recollection is I did mention that. 

Q. You think then there was an hypothecation of subscriptions? A. I feel 
certain there were. } 

Q. You would have made up an additional list would not you? <A. No, 
there was no list made of the subscriptions, I am quite certain of that, but the 
hypothecation was made, if I remember right, to read that the subscriptions which 
these notes referred to were hypothecated. 

Q. That is something quite new on the evidence you have given so far; you 
may be quite right? A. I have answered every question I was ever asked; I did 
not volunteer anything. 

Q. How is it that this letter does not say so? A. I could not say. 

Q. Notes amounting to $100,955; there must be another paper which the 
Trusts & Guarantee Company got at that time? A. There may be, I could not say. 

Q. You said you remember a list? A. I say my recollection is—I did not 
say there was any list of subscriptions; you twist it around and try to make me say 
something I do not wish to say. I said my recollection is that there was another 
document that carried the subscriptions with those notes. 

Q. If that be so, it has never been produced in any. of the cases in which you 
have given evidence? A. No, I don’t think it has. 

Q. Has it ever been mentioned by you or Mr. Warren? A. I answered you 
a few minutes ago that I thought I had mentioned it in a previous case. 

Q. Although it was not produced; did you hear Mr. Hunter’s evidence when 
he was being examined before this Commission? A. Yes, I did; I don’t think 
that question was asked him. 

Q. What isubscriptions were those that you think were hypothecated? A. 
The subscriptions that referred to each one of those notes. 

Q. And apart from that. there was no hypothecated subscriptions unless the 
subscribers had given notes which you handed to the Trusts Company? A. No. 

Q. Thatisrightisit? <A. I think so. 

Q. I would like to have quite a definite answer upon that, and I will ask the 
question again; I say, were there any subscriptions which you claim were hypothec- 
ated other than those of subscribers who gave notes whose notes were handed to the 
Trusts Company? A. No, there were not. 
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Mr. Commissioner: Did you not keep a copy in your letter book of the 
hypothecation paper? A. All the paper should have been in the bank. 

Q. When it was drawn out, the hypothecation paper, and handed over did 
you not have it copied in your letter book? A. No, I signed those in their office ; 
I wanted the cheque for the money, I did not pay much attention: to anything else; 
I knew I would pay it back. | 

Mr. Hopetns: How is it there was nothing signed by you at all, it is all 
signed by Warren? .A. All documents I signed were returned to me after the 
loan was paid off; they should be on file in the Bank, but as they arrested me a few 
hours after the Bank failed I had not a chance to see the papers were protected. 

Q. When you say “after the loan was paid off” what do you mean?* A. It 
was paid off later on; those cheques you speak of, December 6th, 7th and 17th I 
think they were. ; 

Q. It was handed back immediately after that? A. No, they were not 
_ handed back to me then, the transaction was reversed after that, and it ran on 

again for a few months. | 

Q. And then they were handed back, were they? A. I think so; my 
recollection is they were. 

Q. Look at that document and please tell me what this is? A. I do not 
know what it is;it purports to be a list of notes that were returned from the Trusts 

Company to the Bank. 
; Exuisir 44: List of notes purporting to be returned from Trusts Company 
to Farmers Bank. 

Q. Are they some of the notes that are hypothecated? A. Yes, I should 
say there were a great many of them. 

Q. Look at those papers and tell me if those relate to the same notes? A. 
Yes, I should think they were some of the notes, sure of that. 

Q. I do not find any statement that there were any subscriptions returned to 
you? A. The subscriptions were not handed over to them, not the subscriptions 
themselves. | 

Q. That is why no reference to subscriptions appears in any of the letters or 
papers that I show you? A. I should fancy that is the reason. 

Exurpit 45: Receipt, Travers to Trusts & Guarantee Company for notes 
Stee dated February 26th, 1907, and correspondence between Warren and 

ravers. 

' Q. (Referring to Exh. 44). You will notice these three notes which are struck 
out, F. W. Stair, W. J. Lindsay, and W. R. Travers, $9,000, $2,500 and $81,000; 
you know that the first two were in connection with the subscription loan of eighty 
thousand dollars? A. Yes, twenty thousand was referred to. 

Q. What about W. R. Travers, $81,000? A. That was the note I gave for 
the $80,000 loan and the bonus of one thousand dollars. 

eo Did you not get that back? A. Certainly I got it back after it was 
paid. 

Q. What does this mean, the striking that out of that list? A. I do not 
know what that list is. 

Q. It says “List of notes”? A. Yes, but anybody could make up that 
list; it looks to me like a list of the notes. 

Q. It looks to me like an exhibit produced in the Stratton and Warren case, 
the property of the Trusts Company. I am asking you what you know about it? A. 
I do not know anything about it. 

Q. You cannot account for that being struck out? <A. No. 

Mr. CoMMISsIONER: They apparently total the sum of $166,000 if the pencil 
is right. 7 

Mr. Hopeins: You have said that this was a loan made to you personally. 
You were asked in previous inquiries whether you had the right to sell those notes 
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whether you were the owner of them and could sell them; what do you say to that? 
A. I thought I had at the time. 

Q. You answered then that you did not think you could sell them, that all 
you understood was that the provisional directors had resigned their trusteeship to 
you? <A. I don’t think I made such an answer as that. 

: Q. I would like to get the basis on which this loan was made? A. The 
facts are very simple. 

Q. They are not so very simple as you put it; you endeavored to make this 
a personal loan to ‘yourself, and the question you were asked was: Q. “ Was it 
an absolute sale to you by the provisional directors of these notes? A. I did not 
look at it that way. Q. How did you look atit? A. I looked at it that they simply 
resigned their trusteeship to me and left me in power. Q. Were you prepared 
to sell these notes? A. No, I don’t think it would have been lawful for me to sell 
them.” A. I did not sell them. 

Q. I know you did not; now are you satisfied that that is your view? A. I 
acted under Mr. Hunter’s advice at that time and we considered the proper way for 
me to make the loan was to make it personally; what was the effect in law I do not 
know. 

~  Q. It was Mr. Hunter’s advice that led you finally to settle on the idea of a 
personal loan, was it? A. Yes, that is my recollection. 

Q. In fact it was first to be made in the usual way upon those notes, and at 
the suggestion of Mr. Hunter was finally settled down into a personal loan to you? 
A. Yes, that is the way I recollect it. 

Q. So that I suppose you and Mr. Hunter quite knew what your title to the 
notes was and the purpose for which the loan was being got? A. Yes, I should 
think so. . 

Q. The power of attorney from the provisional directors to you which has 
been put in as Exhibit 13, appoint you attorney to endorse their names on all notes 
made by any one payable to the provisional directors, and the endorsement shall be 
valid just as if they had endorsed it, and to hypothecate said notes so endorsed and 
gigned for the purpose of raising funds thereon, we personally guarantee said 
notes—the date of that is 8th October, 1906? A. Yes. 

Q. And at that time it was quite understood by them that your hypothecation ’ 
was to raise money to get the charter put through? A. At that time, yes. 

Q. So that they would get the balance of their $10,000? A. I don’t know 
if they had that in their minds, they might have. 

Q. likely? <A. It seems reasonable. 

Mr. CoMMISSIONER: He cannot answer that. 3 

Mr. Hopeins: Did they say anything about it? A.° Not at that time, they 
did not say anything about the $10,000 at that time; that was never acted on; 
when I first tried for a loan the matter came up that it would be probably necessary 
to have that power of attorney and it was never acted on. 

Q. Did you endorse all those notes? A. I think not; I think they endorsed 
them themselves, if I remember right. 

Q. Did you endorse the notes as attorney? A. No, my recollection is I did 
not. 

Q. We have one of these notes that we got down at the Department, I think 
it was sent down there from the Milton Branch (Exuisit 3). A. I endorsed 
that note under that power of attorney, but my memory was that they had signed 
them themselves, each one, so I have to withdraw that; that is all. I did not think 
I had acted under the power of attorney. . 

Mr. ComMMISSIONER: Are any of these other notes that were hypothecated to 
the Trusts and Guarantee Company available? 


Mr. Hoperns: Yes, if they have not been collected they will be and I will 
have Mr. Clarkson produce them. 
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Q. Where did that note come Epi ? A. This note was sent out to Milton 
and was discounted. 

Mr. COMMISSIONER: Which note is it? A. The note of Robert L. Brown 

for $4,500. | 
Mr. CoMMISSIONER: That does not appear to be in this ist (Exuisit 44). 
| Mr. Hopeins: No, because that note was got from the Trusts Company much 

earlier than the 12th March, 1907, and was sent out to the Milton branch and gave 
rise to Mr. VanKoughnet’s letter, that with others. 

pa @. ~ I seein the evidence which you gave in the Stratton case, you were asked 
this question: @. “Then when you saw Mr. Warren the loan you applied for 
was a personal loan to yourself giving these notes as collateral security? A. I 
Pont say I put it that way in the first place, it was finally made in that shape”? 
A. That is exactly what I say now. 

Q. That is what it finally came to as being a way of getting the loan through 
and avoiding some difficulty? A. Exactly. 

~ Q. What was the difficulty2 A. The difficulty which would arise in Ottawa. 
Q. What was that? A. As to whether the money was borrowed on the 

shareholders notes or not; no doubt that is what the difficulty was. 

Q. You think we ought to be able to find in the Trusts Company some other 
paper referring to subscriptions, some hypothecation signed by you? A. No, I 
do not think it would be in the Trusts Company. It should have been among the 
bank papers, if at all; I must have got those back. 

Q. It should have been transferred back at some time? A. Yes. 

Q. And so far as you know you left it in the bank? A. I did. 

.Q. If it does not appear there and has never been mentioned from that time 
down to the present time, perhaps your recollection may be wrong about it? A. 
‘It might be; a lot of important papers have disappeared since this thing started. 
J am ata loss to know where they have gone to, myself. 

Q. The $80,000 was not enough, you had expected it would be enough and 

you found later on that you wanted $20,000 more? A. Yes. 
: Q. And that was raised upon the same company, was it not? <A. Yes. 
Q. And on the hypothecation for that; this is the cheque with a. copy 
attached? A. Yes, that is the cheque for $20,000. 
ExuHrsit 46 :—Cheque of Trusts & Guarantee Company, payable to the Bank of 
- Montreal for credit to Farmers Bank of Canada, with Finance Minister and Re- 
- ceiver General, $20,000, dated the 23rd October, 1906, with copy attached. 

Q. W hat was the security given for that? A. The security was $20,000 
worth of Canada Loan & Savings Company stock and $9,000 note of F. W. Stairs, 
and a $2,500 note of Lindsay’s, which note I borrowed for the occasion; that is as 
far as I remember, there may have been one or two other notes. 

Mr. CoMMIssIoNEr: The Canada Loan & Savings Company, where is that 
company? A. It has gone out of existence now. 

Mr. Hoperns: Was it absorbed by the Dominion Permanent? A. I could 
- not say, being out of business so long, I have lost track of it. 

Q. Did any subscription notes go with that? A. Yes, I have just men- 
tioned that F. W. Stairs, $9,000, that was a subscription note. 

; Q. That was one of the ante-dated subscriptions? A. I do not think this 
was. (Refers to Exhibit 19). Application, October 9th—so that is before. 

Q. That was the stock subscription note and was Lindsay’s? 

Mr. CoMMISSIONER: He says Dinars s was an accommodation? A. Lind- 

_ say’s was an accommodation note. 

4 Q. What else was there besides those two notes? A. That stock. 


Q. Were not there as a matter of fact notes belonging to the shareholders? 
A. I think there were, but I cannot say positively, I do not remember. 
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Q. I will be able to get that; we cannot lay our hands on it for the moment, 
but I know there were a few of those notes? A. Yes, I think there were two. 

Q. How did Lindsay come to join in giving you an accommodation note? 
A. At my request. 

Q. Why should he do it? A. He was helping me in every way he could. 

Q. He was I suppose as interested as you were in getting the certificate? A. 
He was as much interested as I was, and he wanted his commissions and he wanted 
to go on selling the bank’s stock after we were organized. 

Q. You got the $20,000 and paid that in? A. I did. 

Q. And that completed the amount? A. That completed the $250,000 that 
was required under the.Bank Act. 

Q. So that down to that time you had no anticipation you would have any ~ 
trouble? A. I had not. 

Q. ‘Then came in the Laidlaw difficulty? A. Yes. 

Q. And we know how that was got rid of; I would just like to ask you a ques- 
tion about some statements in the affidavit you filed then. The date ofthe writ of 
stmmons I see is the 22nd October, 1906; in that affidavit just to get that in 
proper sequence, you say: “ About half past one o’clock of Tuesday, the 23rd 
October, inst. I was served with a copy of the writ of summons ”—+this is the affi- 
davit you made for the purpose of getting rid of the action? A. Very likely. 

Q. You*say it was done for the purpose of preventing, “if possible to pre- 
vent the complete organization of the bank”? A. It was done because Mr. 
Laidlaw came to me and asked to be solicitor of the bank and divide the commis- 
sions, and if I did not accede to it, he would burst it up; that was the reason it was 
done. 

Q. Yon knew his purpose in the suit, at least you thought you knew, was to 
prevent the bank being organized? A. That was his purpose; he wrote to these 
people and invited them to bring suit. I wanted to bring it before the Law Society. 

Q. Well, there is nothing to prevent you doing it yet. You were served at 
half past one on the 28rd, and the deposit of the last $20,000 was on the 23rd; 
which took place first, the service of the writ or the deposit of the last $20, 000? 
A. I could not say. 

Q. In this writ, I am not going to go through it, but you set out in detail 
each of the subscribers, the date of his application, and whether or not he paid or 
did not pay any money, and whether he gave notes and their date and due date and 
so on; those were all accurately taken at that time? A. LIshould say they were. 

Q. And you say that on or about the 22nd October, the total subscriptions for 

stock in the Farmers Bank of Canada as duly entered in the books of the company 
amount to the sum of $566,700—where did you get that from? A. I suppose we 
took it from this book. (Stock subscription book). 
_  Q. Did you go over those with Lindsay carefully before he went out to get 
rid of these subscriptions, each of these subscriptions? A. As I have sworn 
before and many times, and I swear now, Lindsay got a revised list of all subscrip- 
tions every time he came into the office. 

Q. I-see you state you deposited the final $20,000 at 12 o’clock noon, on the 
23rd, so that it would be an hour and a half ahead of the writ? A. That must 
be right. I stated the facts to Mr. George H. Watson, K.C., and he prepared the 
affidavit for me and I swore to it. | st 

Q. “The deposits before referred to were made and the receipt from the 
bank obtained before I had any notice of the proceedings in this action by the 
plaintiff and the draft before referred to payable to the order of the Receiver 
General was also duly obtained and posted before I was served with a copy of the 
said, writ ”. 

Exuisit 4% :—Writ in action of John Sproat et al v. Farmers Bank et al, 
together with affidavit of W. R. Travers. 
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Q. You had to borrow money to get rid of the Laidlaw subscriptions? A. 
I did. 

Q. To the extent of $2,380; what was the security given for that? <A. I 
gave the security of my own life insurance, which my wife endorsed over to the 
company. 

Q. Did you call on Lindsay for anything more then? A. No. . 

Q. You were insured in the Excelsior Life? A. No, the Canada Life. . 

Q. ‘This is the Excelsior Life; look at that? A. Yes, that is one of them, 


but I had two or three policies. 


Q. Did you assign more than one? A. My recollection is that I assigned 
this one and the Canada Life. The Canada Life I took out when I was a young 
man and it was very valuable, and it is yet; that is the one I think we put the most 
dependence on. - 

’ Q.- That loan according to the particulars here did not go through until 27th 
October, and that is the very day you got the action dismissed; who advanced the 
money in the meantime? A. I borrowed the money from Mr. Warren, the Trusts 


‘& Guarantee Company, and the money was deposited to Lindsay’s credit in the 


Bank of Montreal. Lindsay went out and gave his own personal cheques to each of 
these people as he settled with them. 

Q. Do you know at all whether you got the money from Mr. Warren in 
advance of this loan being completed? A. In advance of the $20,000 loan. 

Q. No, in advance of the date at which the money was put to your credit by 
the Trusts Company? A. No, I cannot say that. My recollection is that I got it 
just the same day I deposited it to Mr. Lindsay’s credit, which would be the same 
date as this paper; I am not sure about that. 

Q. Apparently you did not get it till the 27th, which was the day you got the 
action dismissed, and the payments had been made several days before that; I was 
wanting to know whether you could recollect whether you borrowed that money or 


had it actually on hand? A. No, I had not the money till I borrowed it from 


Mr. Warren, whatever date it was I could not say exactly now. 

Q. I will put in these papers; I see Lindsay was a witness to this assignment 
of policies, so that I suppose he knew about the transaction? A. Everything I 
knew. he knew until the date we parted on the Commission. _ 

Q. That was the following year after the bank was organized? A. About 
that I should think. — 

Q. Look at that and tell me if that indicates correctly the loan and its repay- 


ment? A. Yes, I should say that is a statement of the loan I made, $2,380. 


Exuisit 48:—Statement re loan of $2,380, assignment of Excelsior Life ~ 
Insurance policy and certain notes together with correspondence between Mr. 
Travers and the Trusts & Guarantee Company. 

Q. Lindsay actually paid these people back the money that they had paid on 
their Laidlaw subscription? A. I presume he did, he brought the assignments 
in. 

Q. He brought the assignments back.and so it would appear in his bank that 
he had actually made the payments? A. That is what I understood. 

Q. And. were those payments, although made to these people by Lindsay, paid — 
back, left on the list which finally went down to the Finance Minister? A. They 
were. 

Mr. ComMMISSIONER: We have all that proved and the list shows it. 

Mr. Hoperns: Proved by whom? 

Mr. ComMissionEr: Lindsay was asked that, and the list shows it. 

Mr. Hoperns: I want to get the fact from the man who knows it. _ 

Mr. CoMMISSIONER: The proper way to get the fact is from the documents. 


Mr. Hoperns: I have found the papers connected with the twenty thousand 
dollar loan; see if that is correct; those are the papers, are not they, relating to 
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that? A. Yes, I will have to qualify my statement now that we put in other 
stock besides the Canadian Savings & Loan; I see also we had thirteen shares of 
the Dominion Permanent which I had forgotten. 

Q. Whose shares were those? A. They were taken on account of sub- 
scriptions to the Farmers Bank, turned in as cash. 

Q. Do you know to whom they belonged? A. My recollection is they 
belonged to W. G. Sinclair. I think they were in W. G. Sinclair’s name, endorsed 
ao blank; that is to say that the power of attorney on the back was endorsed in 

lank. 

Q. In addition to the two notes you have assigned, there was a note of M. M. 
Devean “ held as collateral to the above referred to shares of the Canadian Savings 
Loan and Building Association for $15,000” 2? A. Yes. 

Q. How had you acquired that note? A. Devean subscribed for twenty 
thousand dollars worth of stock, and turned in the Savings Company’s stock in 
_ payment of it. | ee 

Q. And had given you a note for fifteen thousand dollars? A. And he gave 
me a note as well. 

Mr. ComMMIssIONER: Is that quite accurate? Had not he turned in as col- 
Jateral security ? 

Mr. Hopeins: This is held as collateral to the above referred to shares—? 
A. Turned over from the Bank to the Trusts Company he is referring to now. 

Q. “The following promissory notes, M. M. Devean, Toronto, held as col- 
lateral to the above referred to shares of the Canadian Savings Loan and Building 
Association for $15,000” ? A. That refers to the hypothecation to the Trusts 
Company, does it not? : 

No, I should take it that Devean had given you this note and you held 
these shares as collateral for the payment of the note? A. That is not the way I 
understood it then. My recollection of it is I got him to give me the note after- 
wards to satisfy Mr. Warren’s ideas about it; I] do not think at the time he sub- 
scribed twenty thousand dollars stock that he gave the note; I think we accepted 
that stock. He is here and he will be able to tell that for himself. 

Q. You think you accepted that stock in payment? A. Of the shares. 

Q. And took no note? A. And took no note at that time. 

Q. Did you get it for the purpose of this loan? <A. Yes. 

Q. To satisfy Mr. Warren? <A. That is my recollection. . 

Q. There were no subscriptions transferred in this case? A. No, I see 
nothing there. i 

Exurtsit 49 :—Agreement between Travers and Trusts & Guarantee Company 
for loan of $20,500, and correspondence between Travers and Warren and others. 

Mr. Travers: After seeing that document it seems to me it was something 
similar to that that they took the assignment of the subscriptions. 

Q. After the loan had been got and the money sent down and Laidlaw got 
rid of the 2%th October, the next thing was the meeting which we dealt with; im- 
mediately after the meeting you started in to get the certificate— 

Mr. CoMMISSIONER: Before you pass to that perhaps it would be just as well 
to find out when the loan was paid and what money paid this loan on policies? 

Mr. Hoperns: I think we have dealt with the payment of the eighty thou- 
sand dollar loan; then how and when was the twenty thousand dollar loan paid? A. 
The Trusts Company opened an account with the Farmers Bank after we opened 
our doors for business, and we also opened a current account with them. I placed 
the twenty thousand dollars to their credit at various times in various amounts; I 
would have to see. 

Mr. CoMMIssIONER: In the books of your bank? A. Yes, which they 
chequed against. 
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Mr. Hoperns: Here is the statement of the payment of that twenty thousand 
dollar loan charging interest and showing payment, would that accord with your 
recollection (Exhibit 50)? A. It may be, but it does not appear the same to me 
at the present moment. 

Exuipit 50: Statement re $20,000 loan. 

Q. You think that is not quite accurate? A. It does not strike me as so; 
J have in mind at the present time that it was paid differently from that. 

Q. We will be able to tell probably when the books are gone through; your 
recollection is that it was not paid in one sum like that? A. No, my recollection 
is that it was paid in half a dozen different sums; that is my recollection. 

Q. Through what years? A. It would be in January, February and March, 
1907, or February, March and April, 1907; I think it spread over two or three 
months. 

Mr. CoMMISSIONER: ‘There should have been the two accounts— 

Mr. Hopeins: The first three months of 1907 have some very curious entries 
in them and I will have to go into that later on? A. That looks like a statement 
of the loan, not a repayment of the loan. . 

Q. Yes, there is the date of re-payment, December 10th, 1907. 

Mr. Commissioner: The item is C. 1193? A. I may be wrong about the 
time that was paid, along in January, February.and March, but I know the bank 
books will show the amount went to their credit in different amounts. 

Mr. Hopeins: You got twenty thousand dollars, but the loan appears to be 
twenty thousand five hundred dollars? A. $500 was a bonus. 

Q. Who arranged that? Mr. Warren. 

Q. What did he want a bonus on that for? A. For the accommodation 
giving me twenty thousand dollars in cash. 

Q. ‘Was there any difficulty in that as there had been in the previous one? 
A. No, he did not hesitate about that loan at all. 

Q. Nor did you hesitate I suppose about the commission? A. No, I did 
not. 

Q. Did Mr. Hunter intervene ct all in connection with that? A. No, I do 
not think Mr. Hunter had anything to do with that at all. 

: Q. The transaction of the $2,380 loan, was any commission paid on that? 
A. Nothing but straight interest. 

Q. When was that paid back? A. The bank books will show that. 

Mr. CoMMISSIONER: I thought the statement put in showed that? 

Mr. Hopeins: Oh, yes, there is a statement. Just look at that which is part 
of exhibit 48—it is a curious thing, but it has the same date for the re-payment 
of that loan as the twenty thousand dollar loan, as I read it? A. I do not make 
that out; it looks as if it was a statement of the Trusts Company regarding that 
$2,380 loan. 

Q. What do you say as to its re-payment? A. The only thing I can say 
about that would be to look and see the date in the bank’s books when it was paid. 

Q. Was it paid by you personally or out of the funds of the bank? A. It 
was paid out of the funds of the bank. 

Mr. CoMMISSIONER: What was it charged to? A. My recollection is it is 
charged to organization expenses, I could not say positively about that now without 
looking at the books. 

Mr. Hoperns: To deal with the question of making up the list, who took 
part in making up the list that went down to the department? A. Mr. Fitz- 
gibbon compiled it from this stock subscription book (Exhibit 18) and it was 
looked over by Mr. Hunter, and before it went down to Ottawa, Dr Beattie Nesbitt 
took a hand in it. 

Q. Who else? A. And myself, of course; that is all. 


~“ 
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Q. Mr. Fitzgibbon was the accountant of the bank, was not he? A. He 
was. 

Q. He had joined, I am told, on the 19th November? A. Yes, and here let 
me contradict some evidence that he gave; he swore to this Court that he had pro- 
tested against me raising the money on those notes; how could he protest against 
my raising the money on those notes when he did not enter the bank till the 20th - 
November, and I raised it on the 19th October? 

Q. We will see how far that is a just observation a little later; he did join on 
the 19th, and the list went down to Ottawa when? A. Soon after the 26th, I 
think on that same night. 

Q. I suppose you will agree that anything Fitzgibbon knew he learned from 
someone in the bank when he started to.compile the list? A. Yes, certainly, 
acted under my instructions. | 

Q. But the information he had with regard to the subscriptions would be 
what he would get when he joined? A. What he would get from the books. 

Q. Only from the books? A. 'The books speak for themselves. 

Q. Iam asking the source of his information? A. He would certainly get 
information from me. 

Q. And from any one else? A. No, he would have no right to ask informa- 
tion from anybody else. 

Q. You do not know of his getting information from anybody else? <A. I 
saw him speaking to Mr. Hunter once or twice; he must answer for himself about 
that; I donot know. 

Q. He made up a list, and he submitted it to whom? A. The list was 
looked over by Mr. Hunter. 

Q. Before you saw it? <A. No, I saw the list from time to time as he made 
it up. 

"0. Just tell me this, is it not the case that you and he and the others you 
have mentioned sat about and either you had the list or arranged what credit 
should go on them? A. Are you referring to the borrowing? 

Q. No, I am referring after the borrowing was over, and the meeting was 
over, and you were getting the list up to send down to Ottawa? A. Yes, quite 
so; the list of names were taken from the book just as they were in the book, the 
amount paid on them was arranged between Dr. Nesbitt, Mr. Hunter and myself, 

as to the amount that we should show paid on each one. 
3 Q. How was the information got on which you and Dr. Nesbitt and Mr. 
Hunter acted? A. JI do not understand your question. 

Q. Who would know how much was to be appropriated to each subscription ? 
A. That is the matter we arranged ourselves, some suggested one thing and some 
suggested another; we finally came to a conclusion as to just how we should make 
it up. | 
a) Was the list that went in the result of your joint work? A. Yes, it was. 

Q. There are on that list without going into particulars the names of people 
who had never paid anything at all in cash, who had given no notes? <A. Yes, 
I am sure there was. 

Q. How were those treated? A. I will have to compare them to see; my 
recollection was in giving evidence before that we did not put any payments 
against those. 

Q. I would like you to compare that? A. I am not sure about that; I will 
have to compare it; we may have done it. , 

Q. I would like you to compare that list? A. If I have the list and the 
time I will be very pleased to help you all I can. 

Q. The only other way is for me to ask you to look at the list and verify 


probably two dozen names? A. It is pretty hard, about-800 names, to remember 
every name on it. : 
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Q. Probably we can shorten it up by giving you the list ourselves. Look up 
T. Cox?. A. Yes; what do you want to know. 

Q. I want to see what it shows in the return to the Government, if he is in? 
A. The return to the Government he is in it, $5,000 and $500 paid up, I think. 

Q. How is the truth as to that? A. My impression is he gave a note; you ~ 
would have to look in that list of notes to the Trusts Company. _ 

Q. Can you tell me if he paid anything up? A. I cannot tell you. 

Q. What do the books show? A. This book shows the whole thing, amount 
paid $5,000. 


The Commission adjourned at 12.45 to 2.15 P.M. 


- The Commission resumed at 2.15 P.M., May 15th, 1912. 
Examination of W. R. TRAVERS continued.— 


Mr. Hopveins: After discussing the matter with Mr. Travers I think we can 
give subject to verification by Mr. Clarkson, a list of all those who had given notes 
at that time. A list has been made of the notes which were withdrawn afterwards 
from the Trusts & Guarantee Company, and were transferred to the Milton branch 
and probably another branch; Milton seems to be the one chiefly used, and that 
accounts for all the notes that were used on these three loans. 

Mr. CoMMISSIONER: You had better verify it before you put it in. Mr. 
Clarkson is here, is not he? 

Mr. Hopeins: One of the Mr. Clarkson is here. 

Mr. COMMISSIONER: ‘There will be time enough to’verify that and put it in 
right. 

Mr. CoMMISSIONER: What does the witness say about it? Does he know 
anything about it? 

Mr. Hopains: I have shown you, Mr. Travers, this memorandum which 
states the amounts of the notes handed the Trusts and Guarantee Company on the 
three occasions 

Mr. Commissioner: In gross. 

Mr. Hopveins: Yes, and then the gross number of notes charged ‘to the Mil- - 
ton branch, and then the details of each of those charges to the Milton branch 
A. Yes. 

Q. You have looked over those I think? A. I have. 

Q. Are you able to say whether if those appear to be properly taken from the 
books of the bank they would account for all the notes that were on hand at the 
time these loans were made? A. I would. 

Q. And at the time this list was sent in to the Government? A. Yes. 

Mr. ComMisssionerR: Is that quite so, because I notice among the papers 
receipts for notes returned to the bank? | 

Mr. Hopeins: Yes. 

- Mr. Commissioner: That would not show all those? 

Mr. Hopeins: It would include those. 

Mr. CoMMISSIONER: In some cases there were one or two notes handed back 
according to one of these exhibits. ; 

Mr. Hopains: Practically all the notes were handed back, and then sent by 
the head office— 

Mr. CoMMISSIONER: Were they all discounted at some office of the bank? 

“Mr. Hopeins: There are three notes; the Denoon note was returned to the 
bank—perhaps if I show you this, you see those are the amounts of the notes in the 
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first line, and that in the second and that in the third. These are the charges to 
the Milton branch; there were three cisposed of otherwise; leaving this balance 
accounted for by those, and an unexplained balance of $520. 

Mr. Comatssioner : Take, for instance, this, Joseph E. Bate, $500; Geo. A. 
Bell, $270; apparently they were taking them out and discounting them. 

- Mr. Hopeins: Yes, at the Milton branch. 

Mr. CoMMISSIONER: I see those notes were falling due; that was probably 
the reason. The witness says that accounts for all the notes he ‘thinks. 

Mr. Hopeins: Yes; this would account for all the notes; you saw the lst of 
notes that had been in the hands of the bank and were extant when the list of 
shareholders was prepared to go to the Minister of Finance? A. Yes; I would 
say I would feel confident that this lst as prepared by Mr. Clarkson is correct. 

Q. And would show that fact? A. And would show all the notes that we 
had on hand at that time. 

ExurBit 51: List of notes. 

Mr. CoMMIssIONER: That went through the Trusts & Guarantee Company? 
A. Yes. I remarked before the Commissioner took his seat that I thought there 
might be two or three notes on hand that did not go to the Trusts Company for 
which the accountant— 

Mr. Hopeins: Mr. Fitzgibbon could give us those? A. He should be able 
to tell you that. | 

Q. Subject to that this would apparently account for all the notes on hand 
at the time the list was made up? A. Yes, I would say it would. 

Mr. CoMMISSIONER: Not simply those that went to the Trusts & Guarantee 
Company, all that they received from the subscribers. 

Mr. Hopverns: Yes; the list itself which was deposited with the Trusts & 
Guarantee Company originally does not appear to have been ever discovered. 

Q. I notice in going over the list of payments which are credited upon the 
list sent to the Minister of Finance that there is-quite an amount of cash credited 
to almost every subscriber on the list? A. Yes. 

Q. Some of those were undoubtedly paid and are correctly shown? A. Yes. 

Q. Some of them had given notes? <A. Yes. 

Q. How did you treat those who had given notes? A. We showed a certain 
percentage of the subscription as having been paid in cash. 

Q. In the list which I have and which I will have to verify by Mr. Clarkson 
it would appear that in quite a number of cases the full value of the note is marked 
as paid up in cash, and in some cases a very much smaller amount than the face 
value of the note is credited in cash; why was that difference made? A. I could 
not answer that. 

Q. Just to illustrate; there is W. R. Kennedy, who had a note for five hun- 
dred dollars; he is put down as having paid $250 in cash; take another illustra- 
tion, G. W. Sinclair, there were notes for six thousand dollars and you put him 
down as having paid up only $500. In most of the cases you show the full amount 
of the note as being paid in cash? A. We tried to put ten per cent on as nearly 
as we could, but in order to distribute the hundred thousand dollars we had to 
allocate different amounts here and there to different subscribers; that is the only 
way we could aceount for it. 

Q. There are some, for instance, W. Beattie Nesbitt and E. H. Honeywell for 
which you held no notes, they are put down as having paid in cash three thousand 
dollars, and $2,500 respectively? A. Three thousand dollars shown on account of 
Nesbitt, I am not sure whether we have the note or not; I could not say so. 

Q. There is no note shown? A. No, we have no note for that; I remember 
now there was no note for that. 

Q. W. H. Honeywell is another credited with having paid twenty-five hundred 
dollars and no note for that? A. No, I do not think there was. 


1906. 
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Q. J. Sproat, one thousand dollars, there was no note for it? A. That is 
ten thousand subscription is it not? 

Q. That was one of the Laidlaw ones? <A. Yes. 

Q. There is Patterson, Beatty, Campbell, also Laidlaw subscribers, were they 
not?, <A. Yes. 

Q. Hume, Dixon, McLeod and Sinclair? A. Sinclair was not. 

Q. McLeod was and Dixon and Hume, W. J. Lindsay is shown as a payment 
of five thousand dollars; there is no note from him? A. Nothing but that twenty 
five hundred dollars which he put into the Trusts Company, but I did not take that 
with any idea that it was on account of— 

Q. That was an accommodation note? A. Yes. 

Q. Do you remember a subscription from a man.named Witham, thirty five 
hundred dollars? A. Yes, twenty five hundred dollars was it not? 

Q. Yes, thirty-five hundred dollars, I am instructed? A. I think it was 
Pity: five hundred dollars. 

Mr. Hopeatns: I am instructed that that to your knowledge was not to be 
alloted until Lindsay had sold certain lands of his? A. I did not understand 
that it was not to be alloted; I understand it was subject to a ees 

Q. You knew it was conditional ; Py) Sa Ody 

Mr. CoMMIsSIONER: What was conditional? A. It was conditional upon 
Lindsay selling some real estate for him, if I remember right. 

Q. The subscription was conditional? A. The payment. 

Q. He was not to be called upon to pay? A. Until Lindsay had completed 
some real estate transaction. 

Q. There are five subscriptions for five thousand dollars: Joseph E. Bate, 
Jennie B. Geer, T. L. Cox, D. C. Kemp, and George Storey, each for five thousand — 
dollars, which I am told were known to be worthless; what do you say to that? 
A. I say that is the fact. 

Q. Were they known to be worthless at that time? A. Not just at the 
time that the subscriptions were taken but before the list was sent to the Govern- 
ment— : 

Q. That is a copy of letter dated March 29th, 1906, to Witham, it appears 
on the file here; had you knowledge of that letter? A. It is the first time I have 


‘seen that letter or ever heard of it. 


Mr. COMMISSIONER: You may as well mark it. 
Exuisit 52: .Copy of letter W. J. Lindsay to A. ik Witham, March 29th, 


Mr. Hopeins: Then there are a number of subscriptions included in the list 
which were afterwards cancelled. I would like you to say whether cancellation was 
in pursuance of any previous arrangement, in other words whether they were sub- 
scriptions to be put on the list but with the full knowledge that they would be can- 
celled afterwards or not: There is Neil Stewart? A. Neil Stewart is one of the 
Laidlaw ones I think. 

~ QQ. No, Shuert; this is Neil Stewart? A. All I can say to that is we found 
from time to time that there were certain ones it would be difficult to collect and 
we cancelled them; there were, as I stated, a number that we had to cancel, such 
as those you have gone over with me before. 

Q. I will just read this list and if you listen to them all, probably some name 
will strike you: Neil Stewart, $2,500; Thomas Aitkin, $1,500; Robert Bell, 


_W. T. Beatty, $2,000; G. Daniels, $500; Ella M. Beatty, $100; T. Elliott, $500; 


T'. Hunter, $2,500; Alice Hamilton, $500; G. Laird, $1,000; A. Matthews, $500; 


J. Pell, $900; E. C. W. Snelgrove, $1,000; Eliza Weir, $300; L. Cheyne, $500; 


R. W. Fox, $1,500; H. F. Johnston, $200; M. Beattie, $500; T. Cawey, $200; 
#. Church, $100; J. Dewar, $500; J. Fortier, $300; P. Sayers, $100; Eliza W. 
Harton, $300; J. Sunstrom, $2,500; T. Elliott, $500; T. Alderson, $500; J. G. 
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Fitzgibbon, $100; G. H. Thompson, $3,500; J. Walker, $2,000, making $29,100 in 
all; those were afterwards cancelled? A. Yes. They were subscriptions on which 
no payments had been made, and in many cases their notes had been given that we 
could not collect, and I wanted to get them out of the road for a deal with some 
people in W innipes, I think, if the dates correspond rightly. 

Q. Later on? © A... Yes. 

Mr. CoMMISSIONER: Some of these are credited with amounts paid? A. 
Yes. ‘ 
Mr. Hopeins: I think what I want to do is to make up a list of those which 
are correct, a list of those that had notes showing amounts credited and list of 
those who paid nothing and are credited; I can make that now from information 
I have. 

Mr. CoMMISSIONER: Yes, that would be useful for reference. 

Mr. Hopveins: Before I just go into the matter of one or two things that 
-occurred in Ottawa I would like to say I have gone over your printed evidence in 
the Stratton case, and I do not find that anything was said by you at all in that 
either in examination in chief or in cross-examination about subscriptions; what 
you said was: “ We took certain promissory notes from subscribers to the amount 
of about one hundred and nine thousand dollars I think, and I thought at the time 
that I needed eighty thousand dollars, and I approached Mr. Warren to loan me 
that sum of money with collateral security on these notes”. And later on the 
question was: “That is they were to advance the $80, 000 on the notes, these 
farmers notes, for which they were to get the bonus and interest specified ? A. 
Lega): Did you tell him (that is Warren) what the provisional board had 
done? A. I told him I had power from provisional board to endorse notes over 
to him”. There is nothing in the power of attorney that I see to authorise you to 
do anything, to endorse notes or assign notes over? A. No, I believe not. 

Q. ‘This was on the 11th October. You had explained, had you, to Mr. 
Warren, about these notes furnished by the provisional directors? A. Yes. I 
explained to him that they were notes taken by the provisional directors on account 
of the subscriptions. 

Q. “Then did you state how long you wanted that loan for? A. Yes, 
thirty days or thereabouts.” 

Then on cross-examination, Mr. Watson reminds you that, on the 8th 
October the provisional directors gave a power of attorney to you for the purpose 
of endorsing notes in their names as provisional directors, and authorised the 
secretary to hand over all notes to W. R. Travers for the said purpose.” And then » 
there is at page 81 these questions: 

Q. “You had obtained the loan at the time? A. Yes, I had obtained the 
loan. Q. You had used the notes and obtained the loan? A. I had.” 

Q. I do not find there is anything further about that? A. When you 
brought the matter up this morning it just. came to my mind that there was an 
extra document attached hypothecating those subscriptions, and as I stated this 
morning I am not absolutely positive about it, but it is very strongly impressed 
upon my mind at the present time. 

Q. This was the list, exhibit 19 on the King v. Stratton and Warren trial 
(now Exhibit 17)—kindly look at that—“ You identify that in all case as being a 
copy ” ? the Crown Counsel asked you? A. I identified this yesterday as being a 
copy. 

Q. That is the same one? A. Yes; we took care the first time it was pro- 
duced to see it was correct. 

Q. You see quite a number of pencil marks on it; the Commissioner has 
called attention to it that there is the letter “w” opposite some of them, and other 
pencil marks; do you know who has made those? A. I think that is my own as 
far as I can tell; worthless, is what I think I intended it for. 
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Q. When were those pencil marks made? A. One of the officers of the 
Court I think— 

Q. It was after the suspension? <A. Yes, it was after the trial commenced 
that I think these marks were made. 

Q. Look at that cheque, I am instructed that that paid off the $20,500 loan 
and also the $2,380 loan, and probably something else, but that it certainly in- 
cluded those two? A. Yes. 

Q. It is marked exhibit “14” in the Stratton and Warren case, is it not? 
A. Yes. 

Q. Could you say what that included? A. That would be $20,500 and 
$2,380 and interest. 

Exuisir 53: Cheque of March 12th, 1907, for $25,344.80, to the Trusts & 
Guarantee Company or order, signed “‘ Farmers Bank of Canada, W. R. Travers, 
_ General Manager ”’. 

Q. Look at this $500 cheque payable to yourself and say what that was for? 
A. That was the Commission on the $20,000; that was taken out immediately the 
loan was made, endorsed over just for convenience. 

Q. Is it made payable to you; whom did you endorse it to? A. I endorsed 
it and handed it back to him. | 

Exuipit 54: Cheque of the Trusts & Guarantee Company to W. R. Travers, 
Esq., for $500, dated 23rd October, 1906, endorsed by W. R. Travers, and also by 
the Trusts & Guarantee Company “James J. Warren, Manager”. 

Q. Can you tell me what this memorandum is, in whose handwriting it is, 
and when it was compiled? A. That is Mr. Fitzgibbon’s handwriting. 

Q. When was that compiled? A. I think that was a memorandum he 
made up at the time we were spreading that money over the subscriptions. 

Q. Was that the occasion in November or was it on the following May for the 
purpose of that special return? A. Now I have changed my mind by going a 
little more carefully into it; I think that was a special return prepared in May, 
1907; Mr. Fitzgibbon can answer that. 

Q. After the list was prepared I suppose it was added up to show the amount 
that was paid? A. Yes. 

Q. Was there that amount in the bank? A. No, there would not be that 
amount; there would be including— | 

Q. You had got $150,000 from the provisional directors, did you get any 
more from them? A. $150,000; there was about $42,000 that was spent, and the 
$100,000 that we borrowed would be $292,000; it was very close to that amount 
taking that altogether. 

Q. So that the way in which the amount paid up in that list that went to the 
Finance Minister was made up would be $150,000 which had been handed over by 
the provisional directors, $42,000 odd which they had spent in expenses, and one 
hundred thousand dollars borrowed from the Trusts & Guarantee Company? A. 
Yes, that is the way the amount was made up. 

Q. When that list (Exhibit 17) was prepared was it signed or initialled by 
anybody? A. By myself only I think; looking at this and seeing this certificate 
on it signed by myself I would say that ‘it was signed by myself alone only. 

_ Q. The results had been arrived at, what we have described as the spreading 
process, in conjunction with the others you have named—-? A. What is that? 

Q. Had the result been arrived at in the spreading process you have described 
in conjunction with the others? A. Yes, Mr. Fitzgibbon first drafted out his 
idea, and he passed it on to me, and I formed my opinion, and Dr. Nesbitt had a 
look at it and he formed his, and Mr. Hunter ran over it and he formed his, and 
after a while we worked it out; that is all I can say about it. 

Q. After you went down to Ottawa you say you had three interviews with the 
Finance Minister; could you tell us about one—you were introduced by Mr. 
Calvert on that first occasion, were you not? <A. Yes. 
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Q. I judge by some papers I have here that you may have known him, or some 
one connected with the Bank must have known him for some time prior to that? 
A. JI did not know him prior to that very long; he was supposed to be a warm 
friend of Mr. Lindsay’s. 

Q. Your letter of introduction came from Lindsay or Mr. Urquhart? A. 
No, I met Mr. Calvert before I went down there, but Mr. Urquhart gave me a 
letter to him, as he said he was influential, to urge his assistance. 

Q. He had been assisting, had he not, in the early part of 1906 in seeing 
people in Ottawa with regard to taking stock? A. I heard so, I did not know it. 

Q. That would be through Lindsay? <A. Yes. 

Q. Was there anything definite arrived at in that first interview with Mr. 
Fielding where you discussed the various subscriptions as to which you said he 
appeared to be informed? A. No, there was nothing settled; he said he was very 
busy, I would have to come back again, and let me know when to come; he also said 
that there had been so many irregularities about other banks’ transactions with him 
with reference to their getting their certificate and he had to use a little caution. 

Q. Any reference made to the Budget speech at that interview? A. Yes; 
he told me he was busy; that is the excuse he made for putting me off, that he had 
to deliver his Budget in a day or two, in fact I think he set the day; I cannot recall 
the day just now—that he was too busy. I know I went to the House and listened 
to it. 

Q. You went to the House, and it was after the Budget speech you had the 
second interview? <A. Yes. 

Q. Where did that occur? A. Occurred in his office. 

Q. On the last day of all? A. The day I got the certificate. 

Q. It must have been earlier in the day? A. If my memory serves me 
right it would be about eleven o’clock. 

Q. A letter has been put in from the Finance Minister stating that he would 
see you? <A. Is that letter regarding the raising of the money? 

Q. Itisa letter dated 30th November stating: “I regret that owing to press- 
ing engagements yesterday, arising out of the Budget, I was unable to meet you to 
consider your application for the issue of a certificate to authorize the Farmers 
Bank of Canada to commence business. I shall be glad to see you to-day at my 
office, at any time before one o’clock if you can call. Or I might be able to see you 
later, between four and five, at the House of Commons, if that will be more con- 
venient.” 

Q. That is the date on which your letter in antes is dated; what time of day 
did you have your second interview with him? A. J was over there first; after 
receiving that letter I went over to see him then. He put me off till the afternoon : 
in the meantime he wrote me another letter asking me whether I had borrowed any 
money on notes, and then I answered that letter and followed it myself soon after. 

Q. At the second interview, where you state he put you off till afternoon, 
was anything discussed? A. No; the meeting was very brief; he said he had 
not had time to give it any attention. 

Q. He says “If you call at my office any time before one o’clock”—was it 
before one o’clock on November 30th? A. Yes, I called there either about eleven 
or between eleven and twelve. 

Q. Then you came back, or rather I understand from you that you say you 
gota letter from him? A. Yes, there was another letter followed that. 


Q. This letter goes on to say—there is only the one letter produced—“ It has 
been represented to us that in some previous instances where an application was in 
all respects apparently regular, there was actually an evasion of the intention of the 
Bank Act in relation to the paid-up capital. We have been told that in some cases 
the subscribers did not actually pay in cash, but gave notes to the provisional 
directors which were used to raise the money”. That is the letter which I read you 
the beginning of? A. That is the letter I had reference to then. 
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Q. Would that alter your recollection, and would you say you got that letter 
before you called on him in the morning? A. Yes, I got that letter, and I called 
on him, and he was too busy to see me, and I went over to Mr. Guthrie’s office, and 
answered that letter, and then I called on Mr. Fielding again later in the day, I 
should think it would be four o’clock, and then I got my certificate. 

Q. And you had your answering letter in your hand? A. No, I sent it 
over before I got there. 

Q. Prepared in Guthrie’s office? A. Yes. 

Osi Was Guthrie there: <A. . Yes. ; 

Q. Guthrie said you came over, but he did not remain? A. I read his 
evidence, I think he is mistaken. 

Q. He said he was just going out and was putting on his overcoat and you 
wanted to use the office, and he said,‘ ‘ Use it”, and he left you preparing that 
letter which he never saw, and-you did not consult him in the matter at all with 
regard to the question raised by the Finance Minister? A. I told Mr. Guthrie 
that I had made that loan personally, and that I had made the loan personally so 
as to get over any such letter as I expected to get, and he told me I was perfectly : 
justified, and it was quite honest on my part to answer it the way I did. 

Q. You had gone down with your solicitor, Mr. Hunter, and owing to the 
questions the Finance Minister had raised he came back to Toronto and he sent you 
down the subscriptions according to what you'said? A. Yes, I got them there, 
I am quite satisfied he did. 

Q. He did not come down again? A. He did not come down again. 

Q. Why did you go to Guthrie? Guthrie had been representing Smith? A. 
Guthrie was acting for Smith and we made up friends; I did not want to get the 
business too public. 

Q. And you went to him? A. SoI went to him. 

Q. On your return to Mr. Fielding was anything said, was the question of 
_ the subscriptions raised again? A. No; the last time I got my certificate it was 
er brief; we hardly touched on the matter at all; we were talking about other 
things. 

Q. Did he ask to see any of the subscriptions which you had sent down? A. 
No he did not, but I am under the impression that Mr. Boville or Mr. Boville’s 
assistant looked at some of them; I remember taking them over. 

Q. They are all here, a pretty large bundle? A. Yes, but they were not in 
that shape. We had them all in condensed form. 

Q. So that it was possible to carry them about? <A. Yes. 

Q. What is your recollection of any one in the Finance Department looking 
at them? A. My recollection is I think it was Mr. Boville. 

Q. What day did you see him then? A. I saw him the day after Hunter 
left—no the second day after Hunter left, after I got the subscriptions; Hunter got 
back the next morning, and I got them the following morning. Could I ask Mr. 
Fitzgibbon to jog my memory? | | 

Q. No; Iam taking your memory now. Just look at that letter which I wish 
to put in; that letter you got, did you not? <A. Yes, I got that letter. 

Q. That is dated the 29th November? A. Yes. 

- Q. And as you got your certificate on the 30th I suppose if Mr. Boville saw 
those subscriptions he would have seen them on the 30th? A. On the morning 
the first time I went over. 

Q. Is that the morning you went over and just saw Mr. Fielding for a moment 
and was put off till the afternoon? <A. Yes. 

Q. You took over your subscriptions with you? A. Yes, that is my re- 
collection. 

Q. Who asked you to show them to Mr. Boville? A. I do not think any- 
body asked me; I was speaking to him as I passed in, and laid them down.— 
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Exurpit 55: Letter of the 29th November, 1906, from J. Fitzgibbon to W. R. » 
Travers. 

Q. You said you laid the subscriptions down when you were speaking to Mr. 
Boville; what did you do that for? A. I just invited him to look at them. 

Q. The Minister had not raised any question, had he? A. No, but I was 
preparing myself to be ready. 

Q. I do not see why you tenuered them to Mr. Boville if he did not ask for 
them? A. When we went in the first time we showed everything to Mr. Boville, 
all our notices and affidavits and everything. 

Q. You could not help doing that, he had them; did he take any time to look 
at them? A. Yes, I think he turned up one or two. 

Q. He has not said a word about that? A. I read his evidence, but I am 
positive that we looked at two or three of those subscriptions. | 

. Do you know which ones he looked at? A. No, I could not swear 
positively, but I think he looked at Lindsay’s. 

Q. Asked anything about it? The Finance Minister had spoken about 
it?. A. The Finance Minister had spoken about it beforehand, and I suppose 
that is the reason he looked at it. 

Q. Anything said. about it? A. He said it was a large subscription; he 
says, “ That is a very large one, that is the only large one you have; it looks a fine 
list to me”, as he looked at the list and held it up this way and then I explained to 
him about Lindsay’s subscription. 

Q. What explanation did you make? <A. That certain subscriptions I had 
on the list there should really have been taken off and no provision in the Bank 
Act to take them off and I put on Lindsay’s subscription to make a larger amount, 
to swell up the amount, and that Lindsay would be able to replace that afterwards. 

Q. You say you stated that both to the Finance Minister and to Mr. Boville? 
A. No, I did not tell Mr. Boville that. 

Q. I asked you as to the conversation with Mr. Boville? A. You go around 
in different kind of ways and I cannot understand you; I give you Mr. Fielding’s 
interview. Mr. Boville’s was very different altogether. JI saw Mr. Boville as I 
passed through in the first place; I had no discussion whatever with Mr. Boville 
regarding any subscription on that list or anything about the subscriptions, but I 
had the second day when I went in; he looked at them but did not pay very much 
attention to them, that is my recollection of it. 

Q. In order to make it quite clear you went in to Mr. Boville’s office with the 
subscriptions? A. The second day. 

Q. The day you got the certificate? A. The day I got it, yes. 

Q. Did you discuss any subscriptions with him? A. No. 

Q. Did he hold up the list and say it looked like a very nice list? A. No, 
I say that was Mr. Fielding. 

You do not say Mr. Boville siesta the various subscriptions or in fact 
any one of them? A. Not a single one. 

Q. Did he look over the subscriptions? A. No. 

Q. You made no comment on them yourself? A. No. 

Q. Did you take them into his office? - A. We deposited the list and the 
papers in the first place, and the second day I went there I laid the subscriptions 
down, I thought they would look at them while I was away. 

Q. Did = you tell him what they were? <A. Yes. 

Q. Did he see where you left them? A. He could not help it. 

Q. Did you ask him to look over them? A. I did not. 

Q. What remark did he make when you said “ These are the subscriptions? ” 

I do not think he paid very much attention to it, he just left them lying there. 
Q. That would be in the morning between eleven and twelve? A. That 

ee be the first time I went there that day, the day I got my certificate, Novem- 
er 30th. 


A. 
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Q. Mr. Boville apparently did not raise any of the questions that the Finance 
Minister raised? A. Mr. Boville did not go into the matter at all. 

Q. On your second interview with the Finance Minister that day, you say it 
was brief? A. Yes. 

Q. You had sent over your letter, which is here, that the provisional directors 
did not raise any money in the way mentioned by him, that is by notes—you had 
sent over that letter? A. Yes. | 

Q. Denying what the Finance Minister had said was done, had been done, in 
your case? <A. Not exactly denying it, rather putting it in a different way I 
thought. | 

Q. He said, “ We have been told in some cases the subscribers did not 
actually pay in cash but gave notes to the provisional directors, which were used to 
raise the money” ? A. Yes. 

Q. That fitted your case exactly? A. I took it that the provisional board 
did not use those notes. 

Q. “The subscribers did not actually pay in cash but gave notes to the provi- 
sional directors which were used to raise money”, and your answer was, “the 
provisional directors did not raise the money in the way mentioned by you”? A. 
Yes. 

Q. Was that intended to be disingenuous? A. I thought that would answer . 
the letter and not require any further information. 

Q. You followed the letter up by going over? A. Yes, I followed the 
letter up and had perhaps ten or fifteen or twenty minutes interview with him and 
got the certificate. 

Q. Was that about between four and five? <A. Yes. 

Q. You got that from him or from Mr. Boville? <A. No, I did not get it 
from him; I got it from either Mr. Boville or a clerk there; I do not know which. 

He said he had given orders. 
Q. How long did he keep you waiting? A. I had it handed to me as I 
passed out. 

Q. What became of the subscriptions? A. I took them with me, I am 
not sure whether I took them then or took them the first time, I took them with me. 
Q. I thought the first time you left them with Mr. Boville? <A. Yes. 

-Q. You thought he would look at them when you were gone? A. Yes, but 
I could not say whether I took them away or not and I could not swear positively 
on that, whether he looked over them casually and I took them away or I left them 
and got them the second time. 

Q. This letter (Exhibit 55) does not say anything about subscriptions being 
sent, it speaks of three blank cheques? A. I got the blank cheques by letter, but 
the subscriptions came I think in a separate parcel by parcel post. 

Q. What were those three blank cheques for? A. In case I needed any 
money. 

Q. Did you need it? A. As it turned out I did not. 

Q. Did you use any of those cheques? A. I do not think so, the cheques 
will speak for themselves. 

Q. Did you pay any money when you were down there to anybody? A. 
The only money I paid was to Mr. Guthrie, $110. 

Q. What became of the two other cheques? A. I do not know, the cheques 
will speak for themselves. 

Q. Were they used? A. I could not say. 

Q. Did you use any of them down there? A. I do not remember doing so. 

Q. Did you use any of them some time afterwards? A. I could not say; 
the cheques I think were used but they will speak for themselves I do not remember 
them. he 
Q. They would if we had them? A. I have seen them since I have been 
giving evidence. 
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Mr. CoMMISSIONER: We had certain stubs? A. I am quite satisfied I have 
seen the cheques themselves during these trials. 

Q. Payable to whom? A. I think one was marked with a C on it, $3,000. 

Q. What was that? A. I will take the responsibility of that. 

Q. Who was it paid to? A. I could not say what it was paid for. 

Q. When was it used? A. I could not say when it was used, the cheque 
will speak for itself. 

Q. What did the “C” on it indicate? A. I have forgotten now what it 
is, some memoranda; perhaps Mr. Fitzgibbon can tell, I do not know. 

Q. That is one you have seen since? <A. Yes, I think that is one of those 
cheques. 

Q. Those cheques are all there—there is the Guthrie & Pringle cheque? A. 
The next one is cancelled, that will be no doubt one I had marked cancelled; then 
I am wrong about the one marked “C”. 

Q. What did you mean by your reference to the $3,000? <A. I thought it 
was one of these but I see it is not. 

Q. Did you find it lateron? A. It may be but I have not found it so far. 

(). Do you remember to whom it was payable? A. I remember the cheque. 

Q. Do you find it in that bundle, Exhibit 35? A. No. 

Q. You think you have seen that cheque? A. I have seen the cheque 
several times during these trials. 

Q. Not here? <A. No, I have not at this investigation. 

Q. Can you tell anything more about it; you said you would take the respon- 
sibility about it? A. That is all I can say, that is all I can remember. 

Q. Is that because you do not want to disclose what was done with it? A. 
Yes, I do not. 

Mr. CoMMISSIONER: Don’t you think, witness, it would be better to disclose? 
A. I have got to take a certain amount of responsibility, Mr. Commissioner, and 
I cannot undertake, I do not think, to tell those matters. 

Q. The oath you have taken is to answer. all questions touching this inquiry? 
A. You know that I would like to do anything that you would ask me to do or 
require me to do, but I hardly think it is fair to me to be forced to say where cer- 
tain money might have been paid to for assistance from friends, and I would rather 
not do so. 

Q. Don’t you think, looking at it from the standpoint of your own interest, 
that a full disclosure of everything is more likely to further it? A. I cannot see, 
Mr. Commissioner, what good it would do. I would rather stay where I am for the 
term and twice as much more than to injure anybody. 

Mr. Commissioner: If that is your final answer I suppose that is all we can 
do. 


Mr. Hoperns: Was it paid out at that time? A. I would rather not, Mr. 
Hodgins; I would rather not go into it at all. 

Q. Was it paid before the bank went into operation? A. I would have to 
see the date of the cheque; I have forgotten just at the moment. 

Mr. CoMMISSIONER: ' You might consider it witness, in this aspect; you may 
by concealing it or not disclosing it, rather reflect upon somebody who ought not to 
be reflected upon? A. Ask me the question as to who is in your mind. 

‘Q. I am not suggesting anybody? A. I will answer that. 

Q. <A good deal of suspicion is thrown or endeavored to be thrown upon the 
action of the Department granting this certificate? A. Well, it did not go to Mr. 
Fielding, I will answer that; he never got a cent from me or any promise or any- _ 
thing of the kind. ; 

Q. That may make it worse, that statement may make it worse for somebody 
else unless you go further? A. That is the reason the last time that I was here, 
not having seen any newspapers, being shut out from the world, that I desired to 
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see my solicitor to talk matters over with him; I do not wish to put myself in a bad 
light; I want to do what is right. 

Mr. CoMMIssIoNER: I suppose the witness will be here at the next meeting? 

Mr. Hopveins: Yes. . 

Mr. COMMISSIONER: You might think it over in the meantime: Of course it 
is open to you to consult your solicitor again about it if you desire to do so? A. I 
want to give you the fullest information that I possibly can give. 

Mr. ComMiss1oneR: Don’t you see that what you have said now may make 
suspicious people think that somebody in the Finance Department got this money? 
A. There was nobody in the Finance Department got this money. 

Mr. CoMMIssIoNER: ‘That is satisfactory? A. Not a single one, never was 
thought of. 

Mr. Honeins: It is not satisfactory to have negative information, because you 
might say that of ev erybody without disclosing anybody. However, [ think what 
the Commissioner has said is quite right; I think you ought to think it over? A. 
I will, and have been thinking it over; I will think it over again. 

Q.. At all events you came away with your certificate? A. I did. 

Q. And the bank began business on the 2nd January, 1907? A. Yes, opened - 
our doors then; we really did a little business before that. 

Q. I think I asked you this yesterday, were you asked by anybody to return 
the certificate, or did any one see you with regard to the fact that you got it and 
should not use it? A. The certificate was never questioned. 

Q. Did Mr. Stratton see you between the two dates? A. He did not. 

Q. Did yousee him? A. No. 

Q. Were you down in Ottawa between the 30th November and the day the 
bank opened for business? A. I was not. 

Q. On the night of the 30th did you see any one after you had got your cer- 
tificate before you left? A. I saw a lot of people there. 

Q. Did you see any one in connection with the certificate? A. No. 

Q. Did any one come down to the hotel to see you and miss you? A. Not to 
my recollection. 

Q. You got no message fons anybody before you got off with the certificate? 
A. No, sir. 

Q. You came back here and you remember a visit of Mr. Knight? <A. I 
remember Mr. Knight calling some time in December. 

Q. The date he got here was the day after the final payment to the Trusts & 
Guarantee Company of December 17th, was it not? <A. Yes, I believe it was. 

Q. The loan had been paid at that time to the Trusts & Guarantee Company 
through Mitchell? A. I considered it was paid, yes. 

Q. Mr. Knight came up and you and he had some conversation? A. Yes, 
Mr. Knight came to the office and said he was sent by the Finance Minister, and 
had I known at the time it was false I would have thrown him out of the office. 

Q. He seemed to think you very nearly did it? A. I am sorry I did not 
now. 

Q. What did he see? A. He saw the subscription lists, this book, (HxXHIBIT 
19), and we laid all the subscriptions in front of him, and told him to go into them 
to his heart’s content. 

Q. Who are we? A. Mr. Fitzgibbon was with me at the time. 

Q. Any one else? A. No. 

Q. What did he say he wanted to see? A. He wanted to know where the 
money had gone to that we had returned to us from the Finance Department; he 
wanted to know where it had gone. 

Q. You knew where it had gone? A. I certainly knew where it had gone. 


Q. Did you tell him? A. I did not. 
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Q. Did he ask to see the books to see where it had gone? A. I gave him a 
certificate of deposit from the Union Bank and one from the Trusts & Guarantee 
Company, which made up the amount very closely. 

Q. Supposing that that money which you got back from the Government had — 
been paid to various people how would that affect your right to circulate? A. We 
could not have got any money out in that short time. 

Q. If it had been paid back between the 30th November and the 2nd January 
how would it have affected your circulation? A. We could circulate money up to 
the paid up capital, and we considered the notes were payments. 

Q. If the paid-up capital in fact had been depleted would that affect your 
right to circulate? A. To that extent, to the extent of the depletion. 

Q. You considered the money you got back from the Department as paid up 
capital, did you not? A. Yes, certainly it was. 

Q. Treated it for the purpose of getting the certificate as paid up capital? 
A. Certainly. 

Q. As a matter of*fact the Trusts & Guarantee Company had been paid off 
out of ite As ) Ves. 

‘ Q. And you had got a cheque for $10,000 which has been described? A. 
yes. 

Q. And other cheques had been paid which probably will be mentioned later, 
and in fact if those were paid out of the paid up capital it was depleted? A. It 
was depleted, yes, certainly. 

Q. Did he make inquiries in order to ascertain what had become of the money 
_ that the Department had returned to you? A. No, he did not; his idea I thought 
was to find out whether we borrowed this money or not to put up, that is what I 
gathered from his conversation. 

Q. A very good answer to that of course would be to show him? A. To show 
him the certificate of deposit. 

Q. Still better answer to show what you had paid out of it up to date? A. 
Yes, but I was not anxious to do that. 

Q. Instead of that you showed him this certificate—these are the two, from 
the Traders Bank and the Trusts Company? A. I think it was the Union at 
that time. 

Q. I think not? A. Well, I am getting mixed on that; I thought I trans- 
ferred my account the next day I came from Ottawa, but I find I did not; then it 
is the Traders and the Guarantee Company. 

Q. Are those what he saw? A. He got copies of those. 

Q. The Traders Bank speaks of the evening of December 17th as having ~ 
$153,576 on deposit and the Trusts & Guarantee Company is dated on the 18th 
December certifying that they had got to your credit the sum of $80,605.81 with 
interest at 314% on the following sums from the dates opposite such sums, and 
then it sets out the three cheques? <A. Yes. 

EXHIBIT 56: Certificate of Traders Bank showing that the Farmers Bank 
had at their credit December 17th $153,576.81; and certificate of the Trusts & 
Guarantee Company that the Farmers Bank had to their credit with the Trusts 
Company $80,605.81 on the 18th December, 1906. 

Q. These were got during an interval—he came and nen out again? A. 
Yes, he came in in the morning and went away, in the meantime I went down to 
the Trusts & Guarantee Company and told Mr. Warren that it would be necessary 
to have that money back to our credit again. 

Q. And explained why? A. I did not tell him that Knight was there; I 
told him I had good reasons for it. 
| Q. Did he ask you why? A. No, he did not ask me why at all. He knew I 
would not ask that unless it was very important. 


Q. Did he ask it? A. No, and I did not tell him, he did not ask me any- 
thing about Knight. 


\ 
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Q. Did he ask you what? A. He may have asked me what was the matter, 
and I did not tell him that it was Knight that was there, but I told him it was 
very important, I do not remember word for word what passed between us. 

Q. You did not tell him because of why it was important? A. No. 

Q. Did you tell him this money had been paid back to him out of the deposit 
and it was very important not to show it? A. No, I did not say anything about 
that; I said it was important to show it on hand. 

Q. He was alive to the fact that it would not do to have the loan repaid out 
of the money that the Government had returned? A. I do not know whether he 
was or not. 

Q. Did Knight do anything more than go through the stock subscription 
book? A. He worked at that for two hours and thought it was too big a job. 

Mr. COMMISSIONER: It is not quite clear as to what was done about the 
$80,000? A. The three payments that I had given cheques for were reversed 
and put back again to my credit. 

Q. The loan was set on foot again? <A. Yes, that is exactly it. 

Mr. Hopetns: J have a statement here which I will show you from the 
Trusts & Guarantee Company’s books, showing the three payments which you had 
made struck out of your books and the amount then put to your credit; it was put 
to your credit apparently? <A. Yes. 

Mr. Commisstoner: What became of the notes; had the notes been returned 
to him or were they still 

Mr. Hopeins: After the payment on December 17th, the final payment of 
that $80,000 loan, did you get the notes back? A. No, we did not; the last pay- 
ment was that very day, and the cheque had been sent down and we had not received 
the notes when I went down right after it to check it off. 

Q. So that you left everything standing as it was except that you reversed 
all the entries? A. Yes. 
| Q. And then that was carried in the books of the bank until some time early 
in 1907 as if the Trusts & Guarantee Company owed you that money? A. Yes. 

Q. As if you had made a deposit? A. Yes, representing a deposit with 
them ; of course they did not owe us the money. 

Q. As a matter of fact you had not made any such deposit? A. No, we had 
not made any such deposit. 

Q. What did you do in the books of tie bank itself in connection with the 
same matter? A. Mr. Fitzgibbon had charge of the bookkeeping. 

Q. What instructions did you give Mr. Fitzgibbon? A. I instructed him to 
charge the Trusts Company with $80,605, and show it as a deposit to them in the 
government statement. 

Q. Was it or was it not shown in the government statement of December 
31st? A. Yes, I wrote a letter to Mr. Fielding asking Mr. Fielding what to do 
about it. 

Q. About what? A. About that eighty thousand dollars. 

Q. Do you mean to say you wrote to him and explained how it was clones A. 
No, I asked him how I would show the eighty thousand dollars that was on deposit 
with the Trusts Company; I certainly did not tell him the transaction. The answer 
came back to show it under’29 of the statement. 

Q. I have not the letter? A. I have not seen the letter, but it was there on 


. file when I left the bank. 


Q. I did not see any such letter in the department file? A. I left it in the. 
bank when I went away. | 

Q. When was the letter written? A. Just for the January statement, I 
think. 

Q. It was written after Mr. Knight’s visit and before the 2nd January, 1907? 
A. Yes, about then. 
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‘ Q. You must have stated in the letter that you had this on deposit? A. 

r eS. 

> Q. And asked the Department’s view as to where you should show it? A. 
es. 

Mr. CoMMISSIONER: That is not quite clear; after the entries had been 
_ reversed showing the repayment of the loan what took place with them in the 
Trusts Company’s books, did they credit the bank with an equal amount as a 
deposit with them? A. They did. 

Q. Did you get the deposit receipt for it? A. No. 

Q. Did they credit it to the bank? A. They credited it in their books. 

Mr. Hopetns: Are you quite sure of that? A. Yes, I am quite sure of it, 
because I have seen in the court at these trials where they have proven that they 
did; that is why I am so positive about it. 

Q. Here is a copy from their books showing the way it was done 

Mr. ComMissioNER: ‘This does not necessarily show that there was no entry 
in their books. 7 

Mr. Honerns: They just struck them out. 

Mr. CoMMISsIONER: ‘There would have been a credit of that to the Farmers 
Bank or somebody to make their books balance? A. Yes, certainly. 

Mr. Hopeins: We will have to get that. 

Mr. CoMMISSIONER: ‘There must have been a cross entry to meet that. 

Mr. Hoperns: I won’t put that in now. 

: Q. Did you tell Mr. Warren that you paid him back too soan? A. I might 
have, I do not remember. | | 

Q. I think that is what you said on another occasion? A. Very likely I did; 
I would not tie myself down so closely as that. 

Q. You afterwards purported to pay that back, didn’t you, you made entries 
in the books of the bank to show payment? A. We issued cheques to show pay- 
ment of it, yes. 

Q. Asa matter of fact the Trusts & Guarantee Company got the money and 
that wiped out the loan, and you had to do something with the books of the bank in 
order to make it look as though you were paying back that? A. It was not for 
that that I did it, it was because of the opposition of the other banks, and they 
were watching me very closely; I just put it around in another way so that it would 
not show very closely. 

Q. At all events you put it through in such a way that it would look as if the 
transaction was being closed up later, did you not? A. Yes, I think you can put 
it that way. 

Q. I do not know how far the details of that are important? A. The 
cheques all tell the story; you have them there. 

Q. Will you look and see if those are the ones? A. Yes. 

Exurpit 57: Seven cheques of the Trusts & Guarantee Company. 

Q. The Trusts & Guarantee Company received those cheques, or did you 
receive them from them? A. JI received those cheques from them in payment 
of that $80,605.81; I think that is what they will all figure up to. 

Q. Who did you deal with? A. Mr. Warren. 

Mr. CoMMISSIONER: That is not very clear; what does that mean? 

Mr. Hopetns: The only way to explain that will be through Mr. Clarkson. 

Mr. CoMMISSIONER: He ought to explain in some* way; as it stands now. 
A. In the other side of that I put the same cheques through my books, the same 
amounts to their credit. It was simply changed 

Mr. Hopains: In your savings bank or in the current account? A. In their 
current account with us. 


Q. You gave them credit for $80,605? A. Yes. 
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Q. And they credited you with a corresponding amount, did you say? A. 
They charged us with those cheques checking out the deposit, and we built it up 
the other side in our books, that is my recollection. Of course they take a different 
view of this transaction than I do. I say that was just a means by which we 
twisted the thing back into its original form again. 

Mr. COMMISSIONER: The cancelling of those payments was in December, 
Mr. Hodgins? : 

_ Mr. Hopeains: Yes. 

A. The 1%th December. 

Mr. Hopeins: Q. I am instructed that this is what was done in regard to 
that loan, that on February 27th, 1907, the charge was made in the account as an 
amount withdrawn from the Trusts Company of $30,300—one of the entries made, 
in order to make it look as if you were getting back from the Trusts Company what 
they were showing as a deposit from you, is that right? A. That is after the 
entries have been reversed ? 

Q. Yes? A. Yes, that is-right. 

Mr. CoMMISSIONER: Are you speaking of the Farmers Bank books? 

Mr. Hopeins: Yes, of $30,300. I am told that that really covered promis- 
sory notes which the Trusts Company gave you back and which you discounted out 
at Milton? A. There may have been that many notes returned at that time. 

Q. There were exactly; and the entry made is $30,300? A. Yes. 

Q. And you got that money by the discount of these notes at the Milton 
branch, and received them at the head office, making a charge as if they came back 
from the Trusts Company? A. We got no money out of them. 

Q. I ask you if this was the method adopted, withdrawing notes, discounting 
them at Milton, and putting them to the credit of the head office at the head office 
as if they had been paid to you by the Trusts Company? A. No, I could not say 
that; the transaction through the Milton office and the head office would be to get 
it into capital account. 

Q. You recollect it, do you not, because Mr. Clarkson has worked it out, and 
it comes out to a cent in that way according to the books? A. I do not view it in 
that way. 

Q. March and April there were three other sums all treated in the same way, 
discount of notes in Milton, money credited in the head office as having come from 
the Trusts Company amounting to $80,605.81—— 

Mr. Commissioner: Would not that be quite consistent with what the wit- 
ness was saying, that these notes, coming from the Trusts Company, were dis- 
counted in the bank and then carried to the credit of the capital account and 
treated then as if there had been so much paid on the subscribers’ stock? A. 
That is right. 

Mr. Hoperns: I am only dealing with what entries they made to make it 
appear that the loan which did not exist was repaid to them by the Trusts & Guar- 
antee Company. I am indicating that they got their own notes from the Trusts 
Company, and discounting them made these false entries pA.” The: actoot 
discounting them was simply to get them into the right account;*but the fact of 
the case is this, there was no entry made for those notes at all going to the Trusts 
Company ; their returning them so many on each cheque was their own idea, not 
ours. 

Q. The fact was there was no such deposit and the entries made were 
fictitious entries? A. I would not like to go that far in the face of the evidence 
Mr. Warren gave. He considers that he reversed that, he actually gave us back the 
money again. I looked upon it simply as a reversion of the matter and no new 
transaction at all. | 

Q. From your point of view there was no such deposit with the company and | 
therefore you had no right to get it from them? A. No, there was no such money 
_ ever deposited with the company. 
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Q. And any entries which looked as if they had paid you back during Febru- 
ary, March and April during 1907 were fictitious entries? A. I would not like to 
go so far as that; they were “not exactly entries that represented any new money. 

Q. From your point of view the entries were unnecessary? A. The entries 
were unnecessary. 

"Q. Were they put in in order to suit Mr. Warren’s view? A. No, they were 
put in to suit myself. 

Q. That it was unnecessary? A. No, I wanted to conceal the payments from 
the Clearing House. 

Q. Whatis that? A. I wanted to conceal the payments back to the Trusts 
Company. 

Q. I understand the Trusts Company never did pay As those moneys as 
represented by those four entries in February and April, 1907 A. They gave us 
cheques on the Bank of Montreal for $80,605, which would 20 to show that we had 
that money there, but on the other side I gave them credit. 

Q. You gave them cheques, didn’t you? A. Yes, cheques or credit, I have 
forgotten which, one or the other. 

Qt Eire Trusts Company and you did join together in making those entries? 
A. Yes, undoubtedly we did. 

Mr. CoMMISSIONER: Cannot you get from the witness at this point how was 
the money that was borrowed from the Trusts & Guarantee Company treated in 
the books of the bank? I do not think there is any evidence as to that. 

Mr. Hoparns: The money you got from the Trusts & Guarantee Company 
amounting to $100,000, how was that treated in the books of the bank, to what 
account was it credited? A. Paid up capital. 

Q. We will find that in the capital account of the bank. 

Mr. CoMMISSIONER: Was it credited to the subscribers to whom you “had 
alloted it in this division that you made? A. I could not explain that exactly. 

Q. Or any lump sum? A. I think it was in a lump sum; I could not say 
positively. 

Mr. Hopnerns: Do not let there be a misunderstanding about that; you do 
not suggest the amounts you spread were afterwards credited to the subscribers as 
payment up of their notes or stock? A. No, but as each note was discounted at 
Milton the matter dissolved. What sediment there may have been I do not know 
how it was treated. 

Q. Up tothe time you began business, December 1st, 1907, there was’no such 
credit to the shareholders? No, there was not. 

Q. As would indicate payments of their notes or their stock? A. No. 

Q. Was the lump sum credited in capital account in any way? A. Only in 
so far as making up the Government statement. 

Q. Was it credited in fact? A. There was no entry for it. 

Q. It was only credited in your own mind? A. Just by way of memorandum 
for making up the Government statement. 

Q. Notin the bank books? A. No. 

Mr. CoMMIssIoNER: Apparently this transaction was treated as if it had not 
occurred as far as the bank was concerned? A. Yes, that is the way to look at it. 

Mr. COMMISSIONER: Before we adjourn I would lke to ask you what check 
is there upon a bank over-issuing its notes? A. The only check is that the Bank- 
ers’ Association send their man at irregular intervals and compare the circulation 
with the books. 

Q. There is no supervision by the Department of Finance? A. All the notes 
that are printed at Ottawa for the banks require to be reported to the Bankers’ 
Association, and then as those notes are signed and put into circulation we have to 
report to the Bankers’ Association from the bank and they have the fright at any 
time to enter any bank and check that up. 
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Q. ‘Their interest being they are guaranteeing ? A. They are guaran- 
teeing the circulation of each of the banks or rather the larger ones euaranteeing 
the smaller ones. 


The Commission adjourned at 4 P.M. until 11 A.M. Tuesday, May 2ist, 1912. 


Toronto, May 21st, 1912. 
The Commission continued its sittings at Osgoode Hall, at 11 A.M. 


PRESENT: 


Hon. Str Witt1am Merepiru, Commissioner. 
Frank E. Hoparns, K.C. 
J. THompson, K.C., representing the Dominion Government. 


W. R. TRAVERS, Examination Continued :— 


Mr. Hoperns: These cheques that were put in as EXHIBIT 57—just look at 
them—are payable by the Trusts & Guarantee Company to the order of the Union 
Bank of Canada, aggregating $80,605.81; they were issued by the Trusts & Guar- 
antee Company after getting these cheques, were they not, from your bank? A. 
Yes. 

Exuipit 58: Cheques last shown witness, from Farmers Bank to Trusts & 
Guarantee Company. , 

Q. What is the connection between the two? A. ‘Those on the Bank of 
Montreal issued by the Trusts Company are repaying the deposit of $80,605.81. 

Q. That is the so-called deposit that was created as it were after Mr. Knight’s 
visit? A. The reversal of the original entry. 

Q. That is you gave your cheques in favor of the Union Bank of Canada, did 
ours As 1 did: 

' Q. To the Trusts & Guarantee Company, or was it on pee A. This is 
drawn on them. (ExurbiT 58). 

Q. And they gave their cheques? A. On the Bank of Montreal. 

Q. To whose credit were their cheques deposited? A. ‘Their cheques were 
deposited to the Farmers Bank. 

Q. Do those cheques appear in this Toronto Office Ledger at page 300? A. 
Yes, they appear. 

Q. Out of what were they paid—this account headed Trusts & Guarantee 
Company, where were the credits got out of which those were paid? A. We made 
deposits with the Trusts & Guarantee Company from day to day. 

Q. As shown on page 300 in this ledger? A. Yes. 

Q. Commencing January 7th, 1907? <A. Yes. 

Q. . Deposits of what nature? A. I could not say exactly what they were; 
sometimes they were our own notes, and sometimes our own notes and cheques 
~ combined. 
| Q. You mean when you say your own notes, cna A. Yes, circula- 
tion notes of the Farmers Bank. 

Q. That account appears to be closed on April 8th? A. Yes. 

Q. You appear to have deposited from January 7th, 1907, to ane 8th 
enough to cover these cheques which the Trusts & Guarantee Company gave you? 
A. Yes. 

Q. So that you supplied the funds in other words for the cheques which they 
gave you, and it came back in the Union Bank to your credit? A. That is the 
way I understood it. 
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Q. Are there any other entries connected with that in the head office ledger; 
this is the Toronto branch? A. No, I do not think so. 

Q. These cheques appear to bear Mr. Stratton and Mr. Warren’s signatures 
in some cases (EXHIBIT 57), and Mr. Stratton and Mr. Stockdale’s—who did you 
do the business with? A. My recollection is with Mr. Warren; the deposit should 
be made in the ordinary course there, and whatever officer was behind the counter. 

Q. Was there any arrangement made before this account was opened in 
January, 1907, as to the use which was to be made of it? A. We made the 
arrangement we would deposit with each other, they with us and we with them. 

Q. How does it come that on April 8th it appears you just came out exactly 
even? A. My recollection is we were making those deposits for the purpose of 
paying off the loan. 

Q. Paying off what I have said is the so-called loan? A. $80,605. 

Q. Who did you make the arrangement with? A. With Mr. Warren. 

Q. You identify this as being in "Mr. Fitzgibbon’s handwriting; I think you 
said it was for the purpose of making up the special return to the Government, 
made in May? A. That is my recollection of it. 

Exuisir 59: List of certain shareholders and subscriptions. 

Q. You remember being called on for a special return? A. I do. 

Q. Special return called for by the Honorable Minister of Finance in a letter 
of May 2nd, .1907,—it is printed here; I suppose you could probably give us your 
recollection of it? A. Yes, I should say that was a copy of it. 

Q. Do you know where that original return is? A. That is with the Finance 
Department. 

Q. It purports to be the portion of the $375,473 paid up capital of the bank 
as per return of 30th March, 190%, represented by promissory notes of the share- 
holders held by the bank amounts to $59,110; the following is a list of the notes— 
you are accounting then for the notes held by the bank on account of the paid up 
capital of the bank? A. Yes, 

Q. Amounting to $59,000; this is supposed to as a list of those notes; it 
appears to be signed by Dr. Beattie Nesbitt, as President, and yourself as General 
Manager, and Mr. Fitzgibbon as chief accountant? A. Yes. 

Q. That letter that you refer to is printed here somewhere; what was the 
occasion of it; was it not some letter from your Milton branch? A. I learned 
afterwards that one of the managers who was annoyed at something had written 
down and complained about the notes being under discount. 

Q. This letter is printed in this return at page 29, from Van Koughnet; 
would you just read the letter and see if the statement that Mr. Vankoughnet 
makes is correct: he says, “ Our General Manager sends to the different branches 
lists of notes given in payment of our capital stock; these notes he makes the man- 
agers put through as discounts, crediting the amounts to head office; this is figured 
in the government return as paid up capital and circulation issued to that amount”? 
A. Well, there were notes sent out to the branches for discount, and the proceeds 
were credited to capital account in head office, but we would have ‘to have the means 
of circulating the notes before we could put out notes. I considered that was paid 
up capital, and we could issue up to that extent. 

Q. The statement is true any way that the notes sent out to Vankoughnet, 
for instance, were notes given in payment of capital stock? “A. Yes. 

Q. ie that they were put through as discounts, the amount being credited 
to the head office? A. Yes. 

Q. And that that was figured in the sovernment return as paid up capital? 
A. Yes. 

Q. And circulation issued to that extent? A. Well, we cannot say the cir- 
culation was issued to that extent; we would have the privilege of issuing to that 
extent. 


FARMERS BANK INQUIRY 207 
-SESSIONAL PAPER No. 153a 


Q. And did you take advantage of that privilege? A. As far as our busi- 
ness permitted it, yes. 

Q. The letter of May 2nd, which is referred to in the return, is printed here, 
page 30, asking you what portion of the $375,473 paid up capital as per return of 
30th March, 1907, is represented by promissory notes; is that return sent to the 
government.correct? A. No, I do not think it was fully correct. 

Q. Mr. Vankoughnet in a later letter printed in this return, page 30, says 
that the amount under discount at his office, that is the Milton office, was $111,- 
885? A. Yes. 

Q. Would that be right? A. I should think so. 

Q. And the return I see only gives the amount of notes held by the bank 
' representing capital stock as $59,110? A. Yes. 

_Q. .A difference of about? A. $52,000; that $52,000 I think the chief 
accountant carried in as contingent account; the books will show that. — 

Q. At all events the return was out to that amount? A. Yes, notes under 
discount as compared with that return there would be a difference of that amount. 

Q. Iam speaking of the portion of the capital stock referred to by the Min- 
ister of Finance that is said in the return to be $59,110 in notes, but it should 
have been at least $111,000? A. I cannot say from memory whether it should 
have been $111,000; I would have to take the books and compare that. 

Q. We will do that; it would depend on the books? A. Yes. 

Q. Why was the amount of $59,110 selected as being the total? A. My 
recollection is that we showed those to correspond with the credits in the original 
list of November, 1906. 

Mr. CoMMISSIONER: What does that mean? A. So the two statements 
jibe. 

Q. I understood that; but were those notes on account of shares taken sub- 
scribed subsequent to—— A. Not subsequent to the original statement. 

Mr. Hopeins: These were original subscriptions? A. Yes. 

Mr. ComMMIssioneR: Included in the subscriptions that are in that schedule 
sent to the Department? A. Yes. 

Mr. Hopeins: The amount in this Special Return in May, the amount of 
the notes as given would correspond with the amount shown as paid in that Gov- 
ernment Return? A. I think so; I am not quite sure whether it tallies to it ex- 
actly that way, but I think that was the intention. 

Q. You had been asked apparently by the Finance Minister for a return on 
March 30th; I do not think that is printed here at all; did you send in a return on 
the 30th March? A. I have no recollection of sending in any others but the usual 
monthly return. I saw Sir Richard Cartwright regarding the notes and he told me 
if we could not issue circulation against good farmers’ notes he did not know what 
we could do it against. 

-Q. Just look again at this special return; it begins with “ Special Return” ; 
it says, “ Portion of the $375,473 paid up capital of the bank as per return of 
March 30th, 1907 ”—that I suppose was the monthly return? A. Yes. 

Q. That showed that amount as paid up capital, and you are accounting for 
the paid up capital that was represented by notes? A. Yes. 

Q. Was there any further correspondence after you sent down that special 
return, or did that end the matter? A. That ended the matter as far as I remem- 
ber. 


Q. Was it after that that you had that conversation with Sir Richard 
Cartwright? A. About that time. 

Mr. ComMissioNER: Had you not better make that a little clearer about 
notes; do I understand the witness to say the other notes had not been used, the 
other fifty-two thousand? A. No, sir, they were all discounted and credited to 
capital account, but part of the proceeds was carried to a contingent account. 
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Q. And not included as payments on the capital in the return? A. I am 
not sure about that, but I do not think they were; the books will have to show that. 
Mr. Hoperns: Is that what you really mean; on the 30th March, 1907, the 
paid up capital was shown as appears there at $375, 000 odd? A. Yes. 
. Then was not that represented by something in the neighborhood of 
6111,000 of notes? A. No, I do not think there was—— - 

Q. How much would you say it was represented by? A. To my rcollection 
it was more than the fifty-nine thousand that was in that special statement, but 
how much more J cannot tell off-hand without looking at the books. 

Q. What book would you look at to tell that? A. The head office book; I do 
not know whether I could find it then; I think the chief accountant could explain 
that better than I could. , 

Mr. Hopains: (To Mr. Fitzgibbon): Can you suggest what book that 
would be in? 

Mr. Frrzerppon: It would be in the Head Office Ledger. 

Mr. CoMMIssIonER: If you are right that $59,000 was less than the amount, 
what was the object of putting it in at less than the amount? A. To correspond 
' with the original statement we sent down. : 

Q. Ido not understand how that is; why did not the original statement show 
it? A. They were not discounted at that time at the Milton Branch. 

Mr. Hoperns: Not discounted by yourselves with yourselves? A. Yes. 

Mr. Commissioner: ‘They were in the hands of the Bank or the Trusts Com- 
pany? A. Yes. 

Q. As security for that loan, as you say, ate personally, not on account of 
the Bank? <A. Yes. 

Mr. Hoperns: It would look to me as if when you sent down that original 
return in November you did not say anything about promissory notes at all? A. 
I did not. 

Q. In this return you give the details of $59,000 odd of notes, give the due 
date andsoon? A. Yes. | 

Q. Then in what respect would that return correspond with the original 
return? A. Wherever we showed the proceeds received on account of the notes 
hypothecated with the Trusts Company on that return we showed a note in the 
special return. 

Q. That is, if you credited to a man $1,000 as paid in cash you would show 
$1,000 note? A. Yes, on that list. 

Q. Are the notes correct as notes or are they misleading? A. No, there is 
nothing misleading; they are all genuine farmers’ notes. 

Q. I know, but is the amount of each note correct? A. Yes, as far as I can 
remember I think itis. 

Q. You only showed those notes that would correspond with the November 
return? A. Yes, that is my recollection. 

Q. And amount? A. Yes. 

Q. You had others which you think went to a contingent account? A. Yes. 

Q. By whose instructions? A. It would be mine I suppose; nobody else 
could give instructions. 

Q. If only $59,110 was represented by notes how was the balance of the 
$375,000 of capital stock made up, what was it represented by? A. Nearly $200,- 
000 paid in in cash. 

Q. You got only about $150,000 from the provisional directors? <A. Yes; 
there was $40,000 paid out for expenses; that would be $190,000. » 

Q. But that was all gone? A. It had not gone, that had not gone; we 
brought back from Ottawa $245,000, of which $100,000 was borrowed ; aia was 
$145, 000, and $5,000 left with Oban a, would make $150,000; but there was 
$40,000 paid out before that. 
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QQ. Were you carrying the paid-out expenses of the provisional directors as 
part of your capital account? A. We were. 

Q. How much, I ask you again, of the $375,000 was represented by anything 
else than notes? A. There was no part represented by anything else but notes and 
the cash. 

Q. $150,000 cash? A. Is not that $200,000 cash? If you receive the cash 
on capital account you could not credit anything but capital account with it. 

Q. Take it that way, $200,000 that would leave $175,000 more of capital 
account? A. Yes. 

Q. And you only show $59,110 of notes? A. Yes. 

Q. That would leave about $115,000? A. Then $100,000 was left by the 
Trusts Company, and it would show it was paid-up capital. 

.Q. At that time at all events the $80,000 had been paid; had the $20,000 
been paid back to the Trusts Company ? A. No, the $80,000 was not paid back; 
it was left in the same position as it started. 

Q. The $80,000, we have gone over that; it had been paid back by December 
athe A. Yes. 

Q. When was the $20,000 paid back? A. In about March I think, 1907, 
three or four months later. 

Q. At the time you made that return that $100,000 would have been paid 
back? A. Well, of course I could not answer that with the credit that the Trusts 
Company showed to the credit of the Bank still remaining there. 

Q. That would account for $80,000? A. The $20,000 would be still carried 
in capital account. 

Q. Ido not hear anything about $20,000 being returned? A. It was $100,- 
000; $80,000 and $20,000 made the $100,000 that was borrowed. 

Q. The entries you reversed amounted to $80,000 only? A. Yes; well, the 
$20,000 was left standing in its original position. 
| Q. But you tell me that was paid in March? A. That was paid about 
March. 

Q. Then on May 2nd when you made the return both these sums had been 
_ paid back, although you had this so-called credit in the Trusts Company for the 
$80,000? A. Yes. 

Q. What would the balance, which would be $35, 000, be represented by? A. 
Represented by notes. 

Q. By those notes in contingent account? A. I presume so. I could not 
say without I looked at the books. 

Q. Then apparently the Department took no further action, as you said, or 
said nothing further; they were satisfied with your explanatidn? A. Yes. 

Q. When did you have that conversation with regard to the notes with Sir 
Richard Cartwright? A. About the time we made the special return. I was on 
the train going east and I saw Sir Richard sitting in the dining car, and I sent him 
over my card, and he called me over, and I spoke to him about these notes and 
explained the matter to him, and he said he thought they were quite good enough 
to issue circulation against. 

Q. You only discussed that feature of it with him? A. That was all. 

Q. Had you sent in the special return? A. I think I had; I think it was 
just about the time I sent it in. He was Acting Finance Minister at the time. 

Q. I would like to know the time? A. I could not fix the date, but my 
memory is 1t was about the time I sent it in. 

Q. - Did you discuss that with him, the fact that you had sent it in? A. I 
could not say that. 

Q. You had been asked for it directly, and prepared it with care and sent it 
in, if you saw him immediately afterwards ? A. I cannot say whether I saw 
him immediately after it was sent in or during the time it was being prepared; it 
was about that time. 


210 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. That is something new; you do not suggest you consulted him as to what 
you could or could not do in sending in your return? A. No, I did not, certainly 
not. 

Q. Do you suggest that or do you not, that you informed him of your view 
on the subject and that he assented to it? A. I do not understand your question. 

Q. That you could issue circulation against shareholders’ notes? A. My 
idea in speaking to Sir Richard was to make myself satisfied that it was all right 
to issue the circulation against the notes, if necessary. 

Q. You had been issuing circulation? A. We had a right to issue circula- 
tion up to the amount that was paid in; no matter what the money was paid in for; 
we had a right to issue it to the amount of the paid-up capital. 

Q. You had been doing it, and you were feeling a little in doubt abot it? 
A. I felt a little in doubt about issuing circulation against those notes that were 
discounted up to that time. 

Q. And were you reassured? A. I gave you exactly what he said. He said 
af we could not issue notes against good farmers’ notes, he said, “ What can you 
issue them against”? 'That is the answer he gave me. | 

Q.. What does the Bank Act say? Does not it say to issue it in certain rela- 
tion to your paid-up capital? A. It says you can issue notes to the extent of your 
paid-up capital. There is nothing in the Bank Act to say if you pay out any of 
your paid-up capital that the notes that you have issued against it have got to be 
recalled. 

Q. But you are now speaking of a different view; you are supposed to have 
these notes, and you are issuing them against those notes, that is what you were 
discussing with Sir Richard Cartwright? A. I was discussing with Sir Richard 
Cartwright the issuing of the Bank circulation against the notes which we took 
from shareholders, which we discounted and showed to capital account. 

Q. Did you explain that feature of it to him, that you discounted them? A. 
So far as I have spoken now, yes. 

Q. Did you tell him they were discounted that your Bank discounted them? 
A. I cannot say I did. 

Q. Did you tell him you had put part of them to contingent account? A. 
No, I cannot say I did that. 

Q. How did you represent to him you had done in order to elicit his opinion? 
A: I referred to the special return which spoke for itself; I asked him whether it 
was irregular to issue circulation against that amount of farmers’ notes and I told 
you the answer he gave me. 

Q. ‘Was the emphasis on the farmer or on the notes; does that explain what 
you said in your evidénce on the last occasion that you had written to the Depart- 
ment about these notes? A. I do not think I said that I wrote the Department. 
What you are referring to is I wrote the Department about showing the $80, 000 
deposited with the Trusts Company. 

Q. Was that letter which you spoke of, which I have not seen anywhere, be- 
fore or after the interview with Sir Richard Cartwright? A. It would be before; 
I think it was about the time we made up our first Government return after the 
31st December, 1906. Mr. Fitzgibbon and I discussed the proper heading under 
which that should be shown. 

Q. And you were told-to put it under—A. Item 29, “ Other assets”. 

Q. Was that letter with the correspondence when the Bank failed? A. I 
left it there to the best of my recollection. 

Q. You always had the idea that the repayment of the amount you borrowed 
to make up capital would be made to those who lent it to you, had you not, imme- 
diately it was got back from the Government? A. That was in my mind, yes. 

Q. I notice in looking over your correspondence, your correspondence with 
New York bankers and others with rvgard to this A. Very likely 
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Q. That in September, 1906, you say to the Cashier of the Merchants 
National Bank——__ A. It could not be September, 1906. 

Q. September 4th, 1906, that would be an appropriate date; you did not 
borrow here till October, 1906? A. We did not open the Bank till January 2nd, 
1907. 

; Q. I know; but you had been trying to raise the loan in New York which you 
afterwards got from the Trusts & Guarantee Company? A. I might have, I do 
not recollect that. 

Q. What you say in the letter—perhaps you will say whether this gives an 
indication of what your mind was: “If you can see your way clear to advance 
$100,000 for thirty days I can transfer $150,000 to our credit with you in New 
York, and then you deposit with the Canadian Government $250,000, and as soon 
as the meeting is held and the directors elected, thirty days thereafter the Govern- 
ment will have to return this money to you in accordance with the Bank Act” ? 
A. I remember that. | 

Q. “ You can then take out your interest at any rate you think proper and 
a commission on the transaction”? A. JI remember that now. 

Q. You did not however get the loan there? A. No. 

Q. They failed to make arrangements; who is A. J. Luxton, Banker, in 
Milton? A. Ex-Manager of the Bank of Hamilton, sub-agent of Mr. Lindsay in 
canvassing for stock. 

Q. Would you look at that letter and the enclosed application, and look at 
the respective dates, and tell me who dated the subscription? A. I could not say. 

Q. Looking at the accompanying letter, the letter is dated November 23rd, 
1906, and does it enclose a subscription from Luxton and one from Bradley? A. 
So it says; it is in the same handwriting. 

Q. Luxton’s subscription for ten shares; what is the date of that subscrip- 
tion? <A. The 22nd October, 1906. 

; Q. Is that one of those that you described as being ante-dated subscriptions ? 
A. I believe it is. 

Q. Who wrote in the 22nd October, 1906, was that you? A. It was not. 

Q. You think those are both in the same handwriting, the letter and the sub- 
scriptions? A. I would say so. 

Q. The subscriptions is for ten shares, number 554, signed by Arthur George 
’ H. Luxton, Banker, Milton, dated October 26th, 1906. The letter is headed “ The 
Farmers Bank of Canada, Milton, the 23rd November, 1906, addressed to the 
General Manager of the Farmers Bank, Toronto. “ Yours of the 22nd to hand 
with enclosures. I enclose my application for ten shares; also A. B. Bradley’s. 
Will explain fully on Monday about A. B. Bradley, who is assisting me in more 
ways than one”. The rest of the letter is unimportant. “ Yours faithfully, A. H. 
Luxton ”. Did you send them the application form? A. I presume I did. 

Q. Which he returned in this letter. I think that is all I want to ask you at 
present. There is that other matter; have you thought over that matter that was 
brought up on the former occasion? A. Yes, I have given it serious considera- 
tion and consulted my solicitor, and he said that if it had anything to do with the 
Finance Department or anybody in connection with it that I should tell it, but if 
it is a personal matter he would not advise me. Now, I stated it had nothing to 
do with the Finance Minister or anybody in connection with the Finance Depart- 
ment; it was a personal matter of my own and I do not wish to say anything more 
about it. 

Q. There will be an opportunity later on. 

Mr. CoMMIssIONER: ‘What does that mean, a personal matter of your own? 
A. It was money that I paid out of my own. 

Q. Your own money? A. It was money that was due me on commissions, 


‘Ves. 


212 REPORT OF COMMISSION - 
3 GEORGE V., A. 1913 


Mr. Hopetns: There is in the account here a special charge to Mr. Lown, 
who was one of the provisional directors; it seems to have been carried as a 
separate item quite apart from his share of the money that you paid him, or 
separate from the expenses; can you throw any light on that; he could not? A. 
What is the amount of it? Do you remember if it was $300? 

Q. $560; it is in the provisional directors’ statement of receipts and pay- 
ments, would you just look at the payment starting with commissions and so on, 
you will find A. 8. Lown, I do not know what that is? A. Does this refer to the 
provisional board’s books? 

Q. Yes? A. I think the provisional board ledger will show that was for 
legal services. 

Q. Mr. Lown could not throw any light on it. 

Mr. CoMMISSIONER: Has Mr. Clarkson got that ledger? A. If you have 
ledger I can probably assist you. (Ledger pages produced). 

Mr. CoMMISSIONER: It was a modest ledger? A. The reason they are in 
that shape is there were so many examinations and the big book was carried up and 
down so many times we took out the leaves. 

Q. It is loose-leaf? A. Yes. ‘There is the entry in the ledger; you should 
have to turn up the cash book for an explanation of it. 

Q. Would not there be a voucher for it? A. There should be. 

Mr. F. C. Cirarkson: The cheque is made payable to A. S. Lown, and no 
memorandum. In the cash book it is just charged A. S. Lown. 

Mr. CoMMISSIONER: Is there no voucher? 

Mr. F. C. Cuarkson: Just the cheque for it. A. It just says A. 8S. Lown, 
$50. 

Mr. COMMISSIONER: Would the stub of the cheque show? A. The cheque 
itself might show. 

Mr. F. C. Cuarkson: The cheque is just made payable to A. S. Lown. 

Mr. CoMMISSIONER: Have you the stubs at all? 

Mr. F. C. Cuarxson: No. 

Mr. CoMMIssIoNER: Does the witness say his impression is that that was 
for legal expenses? A. Yes, that is my recollection of it; I could not swear posi- 
tively to that. 


W. J. LINDSAY, Recalled :— 


Mr. Hopneins: There was a cheque produced here as to which you were 
examined, for $10,000? A. Yes, sir. 

Q. Paid out on December 6th, 1906? A. Yes, sir. 

Q. Ido not know whether you were here when Mr. Travers gave his explana- 
tion of it? A. No, he started to give it and I just left. 

Q. Will you tell me again what your explanation of the cheque is; in the 
first place it was payable to Travers, was it not? A. Yes, I think it was. 

Mr. TRAVERS: You are wrong on that. A. I would not be positive. 

Mr. Hopeins: This is the cheque, payable to W. J. Lindsay, Exhibit 28. 
Tell us what you did with that cheque when you got it? A. I think it was on a 
Saturday, if my memory serves me right, and I got it about noon. I walked down 
to Front Street; the Traders Bank at that time were in the old McMaster Building, 
on Front Street, in the rear of the Bank of Montreal; there was a gentleman with 
me and we walked down. I deposited $5,000 of it to. my own credit and the other 
$5,000 I got in bills, and I put them in my pocket and put my hand in the pocket 
with the bills in it, and I walked up to the Bank on the corner of Bay and 
Adelaide Streets and I handed the $5,000 to Mr. Travers. There was a gentleman 
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with me walked down to the bank, saw the money, and I do not know but he saw 
me hand it to Mr. Travers in the office; he can speak for himself. 

Q. This cheque does not appear to have been deposited in any way? A. No, 
it was handed in and the half of it was credited and the other half I took the 
money. 

Q. Had you a private account in the Traders Bank? A. Yes. | 

Q. And you I suppose got the whole of this in cash and you deposited $5,000 
incash? <A. Yes. 

Q. You do not seem to have needed identification? A. No. 

Q. The $5,000 went to your own personal account there? <A. Yes. 

Q. Had you more than one account in the Traders? A. It was I think 
W. J. Lindsay in Trust, if I remember. 

Q. Why was it put in trust? A. I think that was the way Mr. Travers 
opened up—I would not be positive. | 

Q. Had Mr. Travers opened your account in the Traders? A. I do not 
remember whether it was a running account or not, whether it had been there 
before. 7 

Q. You just spoke of it being in trust? A. Yes, I think it was in trust. 

Q. You rather indicated Mr. Travers had opened it? A. I would not be 
sure whether it was there before he commenced to deposit there or whether he 
opened it. 

Q. If he opened it and opened it in trust what would it indicate? A. Ido 
not know. I think it was there before but I would not be sure. 

Q. And in trust? A. I think it was in trust. 

Q. What is itin trust for? <A. I don’t know. 

Mr. CoMMISSIONER: Do you mean to say you do not know whether it was in 
trust or not? A. I always carry an account in trust. | 

Q. Don’t you know whether it was in trust or not? A. I am not quite 
clear on it. Q. Although you were drawing thousands of dollars of cheques on 
it? <A. I don’t know whether that was in trust or not; I will look it up. 

“Mr. Hoperns: You drew $5,000 and immediately deposited that to this 
~ account in the Traders Bank? A. Yes, sir. 

Q. And what became of that? A. Which? 

Q. The amount you deposited in your account? A. It was used for various 
purposes; I presume for other business, and expenses; I presume I used about 
$2,000 of it in England, that is in connection with the Bank’s affairs when I was 
over there. 

Q. Your Bank account I suppose would show, would it? <A. Quite. 

Q. Who has the cheques on that Bank account? A. I don’t know if I got 
them all or not; I made a request the other day for them, and I have been away 
for quite a long while, and they said they would try and get them for me. 

Q. Have you enquired since? A. Yes, they are going to try and get them 
located. 

Q. When did you make this enquiry? A. About two or three weeks ago. 

Q. What did you want them for? A. I thought it was wise to get them. | 

Q. Will you produce them here anyway? A. If it is possible, yes, if I 
can get them. 

Q. You drew $10,000 and you kept $5,000 of it? <A. Yes. 

Q: <In-biller .A. Yes. 

Q. What size bills—kept them? A. No, I did not keep them, I took them 
over—I carried away the $5,000 from the Bank. 

Q. In what size bills? A. I would not be sure, I think they were in fifty’s. 

Q. What was your object in drawing it in cash that Saturday afternoon? A. 
Mr. Travers wanted it. He said “ Bring me back my portion of it; I will wait 
here for you to come back.” 
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Q. What was his portion of it? A. It was considered half up to the organ- 
ization. 

Q. I understood you were sub-agent to Mr. Travers? A. Yes. 

Q.- He was sharing half his commissions with you? A. Yes. 

Q. And this was for W. J. Lindsay’s commissions, this would be all your own 
commissions? <A. No. 

Q. Why was it payable to you if it was not your commissions? A. He had 
to make it up in some way to be out of the Bank I presume. 

Q. That does not seem to me to be reasonable; were you to make some pay- 
ments out of it that were not to be shown in the Bank account? A. No, sir, 
there was nothing any further than I was taking him back his portion of it. 

Q. This was the only cheque that was payable direct to you? A. Yes; well, 
from that on my commissions were paid by cheque. 

Q. Had you earned $10,000 in commissions on December 6th? A. Yes, 
considerably more. 

Q. This would be your own share of itthen? A. No. 

Q. If you had earned it why did you not insist on it being paid? A. Any 
moneys that were drawn, it was the custom, I understood from Mr. Travers, that 

one-half of it was divided up. 
: Q. He was to divide half with you? <A. Yes. 

Q. Why was this cheque made out to you for $10,000 and you give back 
Travers $5,000 of it, instead of as you had always done, had cheques straight to 
Travers and he gave you half? A. The Bank was in business then, I presume, 
and he can answer that better than I can. 

Q. No, he cannot; I want to know how it was you reversed the method of 
doing business, and walked down to the Bank and got the money and gave it to 
him? A. I presume that was at the first stage when Mr. Travers was in shape 
to issue a cheque. 

Q. Had not he issued cheques before? A. Not to my knowledge. 

Q. To you? A. Not to my knowledge. 

Q. Had not he deposited money to your credit? A. Yes, but that is quite 
a different thing. 

Q. Was the different thing done? <A. Yes. 

Q. Then he must, if he deposited money to your credit, have been able to 
draw cheques? A. I don’t know anything about that. 

Q. You took this back, did you? A. Yes. 

Q. This gentleman with VOUT) AL eyes: 

Q. Who was he? A. I gave you his name. 

Q. I have forgotten it now# <A. I asked you if you would fee him 
subpeenaed. 

Qa Didiyours> Azpmyes: 

Q. When did you give me his name? A. The second to last day you were 
sitting here. é 

Q. Is that McCorquodale? <A. Yes. 

. And is that the gentleman who walked down to the Bank with you? A. 
e did. 

Q. Is he subpcenaed, Mr. Thompson? 

Mr. THompson: I think so. 

Mr. Hoperns: Is Mr. McCorquodale here? (Mr. McCorquodale was not 
present. 

Mr. Hoperns: Q. What did you take him down for? A. I did not take 
him down. 

Q. Did he walk down to the bank with you? A. I told him where I was 
going, and he said “I will go down with you.” 

Q. He wanted some of that money, didn’t he? A. No. 
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Q. Did he get any? A. No. 

Q. He saw you draw this out and put it into your pocket, and he walked 
back to the Bank? <A. Yes, he did. 

Q. Into the room with you? A. And he stood at the desk, and Mr. Travers 
came out of the inside office, and he had his coat and hat on, was waiting for me, 
and he came out and went downstairs, the three of us together. 

Q. Who came out? <A. Mr. Travers. 

He was upstairs in the bank when you got there? A. Yes. 

What time of day was this? A. Along around one o’clock. 

What time did the Bank close that day? A. Around twelve or one; I 
don’t know what time it closed. 

Anyway you got in before the Bank closed? <A. Yes. 

And went straight back to the Farmers Bank Building? <A. Yes. 

And you saw him about one o’clock? A. .Somewhere around there. 
You gave him this money? A. J did. 

No doubt about that? A. Not the slightest. 

What did you give it to him for? A. Because I considered it his por- 
tion of the commission. It was talked over before he gave me the cheque. He told 
me, he said, “ Now, I give you the cheque, and you go down and get it and bring 
me my portion back.” 

Q. You and he appear to have been pretty close in business? A. Well, I 
had confidence in him. 

Q. Ishould think he must have had confidence in you; he gave you the cheque 
and you were to bring back the money? A. Yes. 

Q. What occurred after you gave it to him, did you get areceipt? A. No. 

Q. Did you charge him with this in this suit of yours? <A. I did. 

Q. How; would it appear in the statement of your claim against him? A. 
Quite so, all the way through. 

Q.- Does it appear in the Statement of Claim? A. The Statement of Claim 
will show. 

Q. I know; but from your knowledge of your own case would it have been 
mentioned in it? A. Quite so; it was mentioned in fact. 

Q. This would really be on "the face of it a payment to you for commissions, 
and you claim to have refunded half of it to Travers? A. I treated the trans- 
action exactly the same as he had been treating various transactions up to that time, 
to my knowledge. 

Q. There is no doubt about this, if you could not prove he got it back you 
would be chargeable with the $10,000 on that view? A. I did not get it. 

Q. Iam asking you if that is not the case? A. Well, I presume unless it 
was proven there that I couldn’t— 

Q. J want to know why you did not take the precaution of getting a receipt? 
A. He had never taken a receipt from me for a dollar of money that he deposited 
to my credit. 

Q. Ishould not think he would want to; did he take a receipt for what he paid 
wom? A.) <No, 

Q. How is it that you two seem to be such bosom friends? A. It is nota 
matter of bosom friends, it was a matter of confidence; if you have confidence in a 
man— 

Q. You know you and he had been fighting like cat and dog in August, 1906, 
calling each other all sorts of names? A. From time to time he had got 
straightened out and I had still confidence in the man’s honesty of purpose. 

Q. You do not expect to believe in view of the correspondence that was in that 
you had quite changed your view of him and he of you and gone into this trans- 
action in the way you have spoken of? A. I did not consider that any man in 
the position that he was in, a man in possession of a letter which he showed me 
from Mr. Fish, I thought that it was just as good as though I had a receipt. 
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Q. When did you see that letter? A. Before I went out to sell stock. 

Q. It was after that that you and he commenced to have such an acrimonious 
correspondence; what did Mr. Travers do when he got this money? A. We parted 
shortly afterwards and I went home, I presume. 

Q. What did he do, I ask you? A. The three of us went down and out of 
the Bank on Bay Street. 

Q. Then what? A. We went across the road and we had a drink. 

Q. Then what? A.- I do not know anything more; as far as I am concerned 
I left him there. 

Q. Did you see any one other than McCorquodale and Travers when you gave 
that money over? A. No, sir, I did not. 

Q. Who proposed Beattie Nesbitt as President of the bank? A. I do not 
know. 

Qo: Sou did note tA Tdid not: 

Q. Iam told he is a great friend of yours? <A. Well, I do not know how 
you could term him as a great friend. I had had the pleasure of meeting him 
several times, but I was never in the gentleman’s home in my life until after the 
Bank was organized. I went over there one Sunday afternoon with Mr. Travers, I 
have forgotten what it was for; we were out for a walk, and we dropped in and 
were in for a few minutes; outside of that I had never been in Beattie Nesbitt’s 
home up to that time. 

Q. You do not say you were good friends? A. We were friends to say, 
Good morning, Good day, Good afternoon. 

Q. No more intimate than that? A. I do not know as you can call it more 
intimate than that. 

Q. I do not know what you call it? A. We were friends as friends go, to 
say “Good day.” 

Q. Who suggested his name as President? A. I think it was Mr. McCor- 
quodale if I remember right. 

To whom? <A. To Mr. Travers. 

Were you there too? A. I was not. | 

How do you know? A. Mr. Travers told me. 

Mr. Travers told you that McCorquodale had suggested it? A. Yes. 
About a week before the meeting? A. I do not know what time it was. 
. Just think for a moment? A. I cannot think on a thing I am not 
interested in. 

Q. When he told you did you support it? A. I had nothing to say about it. 

Q. Do you dispute what Mr. Travers says altogether, that Beattie Nesbitt was 
a friend of yours, and that the suggestion that he was to be President came from 
you? <A. It certainly did not. 

Q. Do you deny absolutely what he says? A. Yes. 

Q. Between you and Mr. Travers we do not know how Beattie Nesbitt came, 
if you are both to be believed? A. I think you will find out that Mr. McCor- 
quodale was the man who did the whole transaction with Beattie Nesbitt. 

Q. Is he the man who sold stock—A. He sold—TI did not have anything to 
do with Beattie Nesbitt or Beattie Nesbitt’s subscription ; Beattie Nesbitt’s subscrip- 
tion was taken by McCorquodale. I met Beattie Nesbitt on King Street one day, 
and I don’t know just what time or what stage it was in the game, and he stopped 
and asked me about the Bank and how it was getting along, and he said he had been 
approached? Those are facts you cannot get away from. 

Q. You and Travers were the two most interested people in getting this 
Bank started, is not that right? A. I was selling stock. 

Mr. ComMMIssoNER: Answer the question. A. I was a sub-agent for 
Travers. 
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Q. You were not asked that; answer the question that.is put to you? A. I 
presume I would be the most interested, in fact I felt interested all the way through, 
as much interested almost as though every dollar of it had been my own; from the 
fact of having gone out and interested many, I was very much interested. 

Mr. Hopeins: Q. In round numbers how many dollars did you get by way 
of commissions after the Bank organized? A. After the Bank organized I think 
it was something around, I would not be certain whether it was $17,000 or $19,000. 

Q. You could not get that unless the Bank became organized? A. I do not 
know about that; I had done the work, I do not know whether I could or could not 
get it. 

Q. Who did you look to for these commissions? A. I was looking to Mr. 
Travers and the Bank. 

Q. When do you date your acquaintance with Dr. Beattie Nesbitt? A. I 
have known him from being around the Parliament Buildings, that is all. 

Q. How long? A. Probably a year or two or three years; I do not know 
just how long. 

Q. Had you made use of him during the spring and summer of 1906 in inter- 
esting people in the Bank? <A. 1906? 

Q. Yes? A. And 190%? 

Q. No, I did not say 1907; had you interested him in getting people; had you 
employed him or got him to interest men in getting people to take interest in the 
bank? <A. Not to my knowledge. 

Q. You absolutely say you did not? A. Yes; some time along about 
towards the fall I met him on King Street and he told me he had been approached 
and that is as much as I’know. i 

Q. That would be before the certificate issued? A. Yes, some time before. 

Q. About a week before? A. I do not know how long. 

Q. What do you say to what Mr. Travers says, that this money was paid to 

Beattie Nesbitt? A. I have told you everything that I know about it. 
| Q. Do you know anything about it? A. I know I paid it to Mr. Travers, 
and when I paid it to Mr. Travers I did not see any paid to Nesbitt in the Bank. 

Q. Did you know it was being paid? A. I did not. 

Q. What do you say about Mr. Travers’ statement that Beattie Nesbitt told 
him that you had arranged to pay up, to qualify and pay up his shares? A. I 
never talked to Beattie Nesbitt on that score. 

Q. Never did? A. No; why should I? 

Q. Then you and Mr. Travers differ completely on this episode? A. I 
cannot help that. 

Q. Isay you do differ? <A. Yes. 

Q. And you differ with him as to how Beattie Nesbitt became President? A. 
T tell you the facts as I know them. 

Q. Who did select the President? A. I do not know. I understood Mr. 
McCorquodale was the man that interested him and brought the two of them to- 
gether. 3 . 

Q. Did Travers say anything to you afterwards about this payment paid 
Nesbitt? A. I did not know anything about it until after I had instituted suit 
against Mr. Travers for commissions, and the bank. 

Q. Then what? A. The Examination for Discovery will show what he 
said. ~ : 

Q. Do you remember were you present? A. No. Some of the examination 
I was present at and some of it I was not. 

Q. What did he tell you on that examination, or tell your lawyer? A. As 
I understand that I had paid it to Beattie Nesbitt by some arrangement. 

Q. He swore you understood that you had paid it to Beattie Nesbitt? A. 
Yes. : 
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Q. And that he had handed it to Beattie Nesbitt pursuant to your arrange- 
ment? A. I do not know, I would not be sure of that. 

Q. Which was the idea you got? A. The impression is just as I tell you. 

Q. That he swore? A. That I paid it to Beattie Nesbitt. 

You gave him $5,000 on a subsequent occasion, didn’t you? A. No, 
sir, not at any time; not one dollar at any time. 

Q. How can you account for this hallucination of Mr. Travers about Beattie 
Nesbitt’s stock and this $5,000? <A. I do not try to account for it. 

Q. You were pretty active, were you not, in March and April, 1906, in getting 
stock taken up and seeing people about the Bank? <A. Yes, sir, I worked day and 
night; I would go out on Monday morning and come in Saturday night invariably. 

Q. Do you remember trying to interest poeple in Ottawa? A. Yes, I went 
down there. ; 

Q. How long did you spend in Ottawa? A. I don’t know, I was probably 
there two or three days. 

Q. Who were the influential friends that were referred to in one of the letters 
that you had down there? A. Let me see the letter. 

Q. You do not recollect that? A. No. 

Q. Can you tell me any influential friends you had? A. If you show me— 

Q. You remember who you knew in Ottawa? <A. Yes, I knew— 

Q. Who did you see about coming on the Board or taking stock? <A. I 
telephoned to Mr. Calvert, if that is what you have reference to. 

Q. Did you know him? A. Yes. 

Q. Is he an old friend of yours? A. I have known Mr. Calvert for twenty 
or twenty-five years. 

Q. You telephoned him? A. Yes; I have know him in business. 

Q. Did you do anything more than telephone him? A. When I was down 
again, subsequent to my telephoning I was in Ottawa and I dropped in to see him 
and have a chat with him. | 

Q. What did you ask him todo? <A. I told him, in fact I went in in con- 
nection with the Prospectus and handed it to him and told him it had been issued 
and he asked me— 

Q. Was this Prospectus with his name on it? A. Yes, I think it was 
issued with his name— 

Q. You went in with the Prospectus and showed it to him? A. Yes, I 
have the Prospectus; I asked him if he could give me any assistance in a general 
way. 

Q. Todo what? <A. To get subscribers. 

Q. That was when? A. Ido not know. 

Q. Was it as early as March or April? A. It may have been along there; 
it was in the early spring. ; 

Q. From then on, did you ask him to interest himself? A. I do not know 
that I ever discussed it with him again; he had been back and forth here and dis- 
cussed the matter with Mr. Travers, been in touch with Mr. Travers. 

Q. Since when? A. Since that time he had been in Toronto. 

Q. The earliest telegram I have got is dated March 17th, 1906, to you, signed 
by Mr. Calvert, “ Party referred to in letter declined; writing”? A. That was 
I think J. B. St. Denis Lemoine of The Senate, and I presume that was one of them. 
On the telephone I asked him to see him to see if he would subscribe for ten thou. . 
sand or twenty thousand. | 

Q. Who else did you see down there? A. JI called on a number of people. 

Q. Senator Domville? A. I talked to Senator Domville I think and 
Senator Merner, and IJ think I talked to Willis Bennett; I saw him there, and I do 
not know how many more. I think I left there on Saturday night. 

Q. Was Mr. Emmerson a friend of yours?, A. Yes, sir. 
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Q. Did you see him? A. I do not remember now how many I did see. 

Q. What were you down in Ottawa seeing so many people for? A. To get 
stock subscribed. 

Q. Was that all? A. I do not know. 

Q. You wanted some one to go on the Board? A. It was not left in my 
hands altogether. | 

Q. What were you doing it for then? A. I was told if I could get some 
good men to go on the Board—if all the men had gone on the Board, as one of them 
said, the Bank would never have got away from shore. 

Q. Whatis that? A. If some of the good men had remained on the Board 
who promised to go on and promised to subscribe for stock, if they had remained 
on the Board the Bank would never have got away from shore, it would have been 
on the rock yet. 

Q. Itis certainly on the rocks? A. Itisa different kind of rocks now. 

Q. You had been down in connection with the extension of the Charter? A. 
I had not, no, sir. 

Q. Did you write about it? A. Not to my knowledge. 

Q. Did you ask any Members of Parliament to interest themselves in having 
it extended? A. Not that I remember of, may have; I don’t know; I don’t think 
I did—I may have said in a casual way, they may have said something about it, and 
I may have said-I guess there should not be any trouble, or something of that kind, 
to my Be one 
Had you any business dealings with Mr. Calvert? A. I have had. 
During that twenty or twenty-five-years? A. Yes. 

Knew him pretty intimately? A. Fairly well. 

Ask him to go on the Board? <A. Yes. 

Which he declined? A. No, he did not decline then. 

He declined in July? A. Well, I was not aware of that; I do not 
remember anything of it. 

- Q. Travers did not tell you that? A. I do not remember anything of it. 

Q. You asked to see this letter; it is dated 27th April, 1906? <A. I re- 
member something of this letter, but I got this letter after I got back home; I 
remember that distinctly. 

Q. That is all right; you asked to see the letter which mentions the influential 
friends you had there, you thought perhaps you could tell me if you saw the letter ? 
a I remember now since I saw it, I remember the letter coming back to me from 

ttawa. 

Q. Who did it refer to? A. It is a myth, I do not know; I presume one 
of them; I had several friends there. 

Q. Who were they? A. I do not know; it was not acted upon, because the 


letter came back, and it does not interest me. 

Q. The letter asks you: “I wish you would get one of your friends there to 
find out from the Receiver-General’s department whether a deposit receipt of one 
of the banks for $250,000 would be accepted as our deposit held by them for the 
thirty days, without asking to have it cashed. Kindly look into the matter because 
through some of your influential friends there you might have this agreed to even 
if it was an unusual departure”? <A. Yes. 

 Q. That is written by Mr. Travers to you; cannot you tell who your influential 
friends were? A. I remember distinctly that that letter came back to me a day 
or two after I had got back home; so that it was not acted upon in any way. 

Q. I did not ask you that; : you did not make the inquiry because you did not 
get the letter; but who had you ‘told Mr. Travers were your influential friends that 
you thought you could get something done? A. He knew I had a number of 
friends, I have good business friends there, I have friends in politics in Ottawa. 
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Q. Who had you told Travers were your friends? A. I had not told him; 
he knew I had a lot of friends. 

Q. Have you mentioned them all? A. No, sir; I told him I was going to 
Ottawa, and I thought I could get some subscriptions there. You take Fred Heney 
on the Richmond Road, a man probably worth one and a half million dollars, and I 
went and laid the matter before him, and he is one of my friends. 

Q. In that letter Mr. Travers says: “J am enclosing you a new form of 
application leaving the proxy blank. Kindly take all your applications without put- 
ting the name in. JI have a new wrinkle I will explain it when I see you.” 

Mr. ComisstonER: You asked him about that before, and he gave you his 
explanation. 

Mr. Hoperns: Did you get that letter from Mr. Travers after the charter was 
issued suggesting that the date should be left blank in the subscriptions? A. I 
do not remember ; there were many letters went out and came back again to the bank 
that probably never reached me at all. : 

Q. “In taking your subscriptions from now on until say the middle of 
January Mr. Hunter has suggested that you leave the date blank so that we may 
make use of them in any way that may suit best on making up our next list”? A. 
If you look over the applications you will find possibly there are a great many not 
dated at all, that is even from the inception. ; | 

Q. You got that letter? A. I do not remember. : : 

Q. It is addressed to you at Kerwood? A. I do not remember whether I 
got it or not. . 

Q. Did you act on it? <A. Not to my knowledge, I do not know; I do not 
remember of having got it. I was jumping around a good deal. I may have got it 
or may not. | 

Q. If you got it you acted on it? A. I do not think I ever dated any, if 
you look at the whole list of subscriptions. 

Q. We will look up? <A. I do not know; I followed instructions; I was 
simply selling stock. 

Another point I want to ask you about is with regard to this subscription 

of yours for 500 shares; Mr. Travers says that this was signed by you without a 

date and carried around for some considerable time; is that the case? A. No, I 

ae aaa that he said it was signed just before the Bank organized and dated 
ack. 

Q. Well, how was it; we will have your story? A. I understood that was 
the way. 

Q. Which was it? A. It was signed subsequent to a letter I received when 
there was $485,000 and when I thought there was about the amount— I subscribed 
for $50,000 shortly after having talked with a gentleman—I think I explained it 
all to you before, that he was coming in and going to go on the Board and take 
thirty or forty thousand dollars— 3 , 

Q. Yes; let me get that; you say you signed that after a letter in which he 
told you there was how much subscribed? A. I think four hundred and eighty- 
five or eighty-nine thousand dollars. 

Q. This is the letter (Exh. 22)? A. Yes. 

Q. It was after that you signed it? A. Some time subsequent to that, yes. 

Q. You did not date it? A. I do not think I did, no. 

Q. When did you first know that it became operative? A. I knew that it 
had gone through. : 

Q. When did you first know it became operative and had gone through? A. 
Not until after the bank was organized. 

Q. You did not know it until after the Bank was organized? A. No, at 
least I did not know whether it had gone through or not, but I told this gentleman 
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I would secure for him, and I presume when I signed it for it had gone through just 
the same as any other subscription. 

Q. You had a prior agreement that you were to get the selling of the second 
five hundred thousand dollars of the bank stock? A. Yes, that was the second 
agreement that I had. 

Q. Was that prior to this application? A. Yes. 

Q. And that was to be placed at 125? A. Yes. 

Q. You never intended to pay up those 500 shares? A. I intended to 
transfer thirty or forty thousand dollars of it to a gentleman who afterwards went 
on the board. 

Q. I am asking if you ever intended to pay it yourself? A. I intended to 
take a portion of it. ie 

Q. But not to pay the whole thing? <A. No. 

Q. If they had $489,500 on the books on September 24th, what was your 
object in making this subscription? A. In securing it for this "gentleman so that 
he could have it at par. 

Q. What was his name—Menzies? A. That was thrashed out here before 
and it was misquoted in the paper, so that I do not wish to hurt any person’s 
feelings. 

Q. Was it Menzies? A. Yes. 

Q. Did you attend and vote on that stock at the meeting? A. I did not 
vote. 

Q. You were there simply as a proxy for others, were you? A. I do not 
think I voted anything. 

Q.. You are recorded as being there as a proxy, you and Travers controlling 
the meeting? A. I do not know that I voted; if you have got the votes, that is 
with my name signed to it, I will say I voted, but I do not remember having done. 
so. 

Q. You were at the meeting? A. Yes. 

Q. And asa proxy? A. I was not aware of that. 

Q. You are down for some 1,900 shares representing those shares as proxy? 
A. 1,900. ? 

Q. That does not astonish you, does it? <A. It does. 

Q. Were you at the meeting? A. Yes, I was at the meeting. 

Q. And you knew that you and Travers controlled it? A. I was not aware 
I had voted; I do not remember having voted. 

Q. Did you know you and Travers controlled it? A. JI did not know it. 

Q. You went to that organization meeting not knowing that you and Travers 
controlled it? A. I did not know that my name was on any proxy; I did not 
know that I had been filled in any way on a proxy note. 

Q. “ Proxies representing 1,807 shares of capital stock and the following 
subscribers were present by proxy: W. R. Travers 1,333; W. J. Lindsay 1,899 
shares ;”—do you say you did not know that? A. I did not. They will have 
the ballots as they were cast. 

Q. Iam asking you if you knew that at the meeting? A. I must confess I 
did not. 

Q. Up to that time had you made any arrangement with Travers as to who 
was to be President? A. I did not have anything to do with who was going to 
be President or who was not. 

Q. Will you answer the question? A. Not to my knowledge. 

Q. Did you go there not knowing whom you represented and not knowing 
who was to be president? A. I did not know I was in any such position as that. 

Q. You seem to have been singularly innocent of your powers? <A. I did 
not act upon it to my knowledge. 

Q. You want us to believe that? A. I would like to have where I signed 
my name; there should be a record of that. - 
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Q. And you did not know who was to be the president? ~ A. I understood 
he was going to make Rory McLennan president up to the last minute, and he 
refused and finally he was made honorary president, and then Beattie Nesbitt was 
made president. Colonel Munro was to be president from the start, I understood 
but it was afterwards arranged and he stepped back; it had been arranged for some 
time before that Colonel Munro was to be president and felt very much hurt. 

Q. Did you nominate any of the directors? A. Not to my knowledge. 

Q. You nominated none of the directors; did you vote for any of them? A. 
I was not aware of casting my vote. 

Q. Your position at that meeting was you did not know anything, did not do 
anything? A. That is news to me. 

Q. Did you after the meeting obtain a contract or arrangement that you 
were to take up the balance of the stock at a premium of 25? A. They were 
inside and I was out in the outer office, and I was called in and I was asked how 
long it would take to place the balance of the stock, and I said it might take three 
months or six months, it might take three years, and might take six years; it de- 
‘pends entirely upon the conditions. I said I will place it as quickly as possible. 
Mr. McLennan said, “do you think you can do it in six months or nine months or 
a year” ? I said, “I could not say until it is done,” and I retired then. Some- 
time afterwards I got a little note saying it had been placed in my hands, from Mr. 
Travers, and. that is all there was to it. 

©. ‘That ts the letter? “A. Yes: 

Q. Is that date correct December 7th, 1906? A. I presume it is. 

(J. You said the 6th December, 1906, was a Saturday? A. I think it was, 
T am of the opinion it was. 

Q. This letter dated the 7th, would in that view be on Sunday? A. I 
could not say, but I was under the impression it was a Saturday; it was at the 
close of banking hours anyway. 

Q. How did you come to get that letter from Mr. Travers? A. I do not 
know whether I got it from him in the office or whether it was mailed to me. 

Q. Would you try and remember whether you went in and saw him on that 
day and got that letter? A. I would not be sure, I have no idea. 

Q. You cannot recollect? <A. No. 

Q. Did you nominate Mr. Gundy? A. I would say so if I signed the 
nominating paper, Mr. Hodgins, but not unless; I have no recollection. 

Q. You would not admit it unless I confronted you with something signed 
DyyOieer a pties Vy CS. 

Q. You have so little recollection of that? A. Of that meeting, that is 
quite right. 

Q. You knew Mr. Travers was going to use that subscription of yours, didn’t 
you? A. Will you let me see the cheque again, please? 

Q. Yes. (Handing cheque Exhibit 28); you knew Mr. Travers was going 
to use that subscription of yours? A. I did not pay any attention to it at the 
time. 

Q. Did you know he was going to use that to get the certificate? A. I 
signed it in the regular way; I did not know a certificate had to be got at that 
time. 

Q. You did not know a certificate had to be got? A. No. 

Q. Atwhat time? A. At the time I signed that; I did not know what the 
technicalities of the bank was, or what ivri: ihey had to go through before they 
started business. 

Q. You did not know that? A. No. 

Q. Did you know he was going to use that subscription as one of the bona 
fide subscriptions? A. I signed it in the regular way; that is all I know. 
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Q. You knew he was going to use it? A. I expected that it would go 
through in the regular way and be alloted to me. 

Q. And it is a genuine subscription, is it? A. It was a genuine subscrip- 
tion, everything considered. 

It was? <A. At*that time. 

Q. When did it become an irregular subscription ? A. When he would not 
transfer it to Mr. Menzies. 

Q. It was conditional, was it? A. It was not conditional at the time; I 
_ took it for the purpose, and then I tried to sell it afterwards. 
Q. At par or at 125? A. Some of it at par and some of it at 125; he 
_ would not transfer it at any price. 

Q. At this first meeting on November 26th, it seems you were authorized : 
“‘ Balance of stock up to a million to be placed exclusively i in the hands of Mr. W. J. 
Lindsay for one year at a commission of 10% per share payable on payment of 
premium, said stock to be sold at a premium of 25% ”—that would be the date 
you say they had the meetings, and you were called in, November 26th, 1906? A. 
I presume that was the day. 

Q. In that suit of yours against Travers and the bank, did you see Dr. 
Beattie Nesbitt in connection with that? A. I did not make any special effort 
to see him. I met him on the corner right opposite the Prince George and there 
was something said about it; that was all. 

Q. What did you discuss with him? A. There was not anything much 
said. He said you had better come away up to the bank and get it straightened out 
and get it settled. 

Q. Get what settled? A. Just what you asked me, the suit, the amount of 
money that was owing me. 

_Q. He knew about the suit? A. I presume he did. 
Q. Did you tell him? <A. Not up to that time. 
~Q. He did not know it from you? A. No. 

Q. He wanted you to go right up and get it settled? A. Yes, and I said, 
“Mr. Travers has the books there and he knows what is due me and he can easily 
adjust it.” 3 

Q. Did you discuss then the payment of $5,000? A. It was not mentioned 
at all. 

Q. How long did you talk? A. We did not talk more than three or four 
minutes. I said “there is no use in our discussing it, doctor ”’. 

Q. Had Travers been examined before that? A. I do not know whether he 
had; I cannot fix the date. 

Q. Do you know whether Travers was examined? A. I do not know 
whether it was before or after we had started in to examine Mr. Travers or not. I 
have just this recollection of meeting him on the corner; it was only a few minutes, 
I was waiting for a car. 

Q. Was the letter Dr. Beattie Nesbitt wrote to Mr. Travers produced on the 
examination? A. I think not. 

Q. When did you hear of it? A. I heard of it when it was presented to 
my solicitors in their office. 

Q. During what time, during the pendency of the suit? A. I do not 
know; I think it was during the time they were trying to get together, his solicitor 
and my solicitor, to get together to adjust it. 

Q. Was not that before the suit? A. No, I think not. 

Q. When it was presented to your solicitors did you discuss it with Dr. 
Beattie Nesbitt? A. No. 

Q. Did you deny it, what Dr. Beattie Nesbitt said? A. I certainly did, I 


told my solicitor. 


Q. Did you write to any one denying it? A. No, I simply told my solici- 
tors; I do not know why I should write. ; 
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Q. Who did you tell? A. My Counsel and I discussed it. 

Q. Who was it? A. Messrs. Masten, Starr and Spence. 

Q. You did not tell all three? A. Yes, I guess they all knew and it was 
discussed. 

Q. Who did you tell? A. I told Mr. Starr, and I think it was talked over 
with Mr. Masten, I would not be sure, I think they all knew. 

Q. Tell me who you denied it to? A. Mr. Starr. 

Q. Have you any doubt about it? A. No, not the slightest. 

Q. You were not examined in that action? A. No. 

Q. Had you any talk with Dr. Beattie Nesbitt after you knew about it? A. 
I do not think so. 

Q. You never interested yourself in it? A. No. 

Q. Dr. Beattie Nesbitt says this (Exhibit 37): “‘ Referring to our conversation 
of yesterday, I remember well being in your office then upstairs”’—that agrees with 
your view, that the office was upstairs—* On December 6th, 1906, and W. J. Lind- 
say coming in and handing me a parcel of Traders Bank notes, to the amount of 
$5,000 ”—is that true, that statement? A. It is not. 

Q. You said that you recollect these were $50 bills? A. Ido not think they 
had $100 bills in the bank; I asked them for the largest they had. 

Q. Dr. Beattie Nesbitt thinks they were $100 bills? A. I do not think so. 
I said, “ Give me the largest bills you have got” and I think fifties were the only 
thing they had; it was quite a large roll. 

Q. You have a very distinct recollection of it? A. Yes. 

Q. J am glad to know that, because it may help us to find out just what the 
facts are? A. A person could not carry $5,000 in their pocket without knowing 
they had it. 

Q. I think I could carry $5,000 in my pocket if it was in $100 bills. “ This 
was in accordance with a private arrangement I had with him ”—had he any 
private arrangement with you? .A. No. 

Q. These statements in this letter are wholly false? A. As far as I know 
they are. 

Q. You deny them all? A. Yes. 

Q. And deny all that Mr. Travers says? A. Relative to that $5,000, yes. 

Q. Isee it was Mr. Spence and Mr. Cameron on the 31st May, which is three 
weeks after this letter was written, were your counsel and were examining Travers; 
did you not tell Mr. Spence anything about the Beattie Nesbitt Statement? A. 
Mr. Hunter brought that letter down to their office and I happened to be there at. 
the time and Mr. Spence and Mr. Cameron knew about it and I said to let me have 
that, I wished to take it out, I said, to show to Mr. Starr, and I showed it toMr. 
Starr and there was a copy made of it. 

Q. Do I understand you did not say to Mr. Spence and Mr. Cameron that 
letter was untrue? <A. Yes, I did. 

Q. You did tell them? A. Yes, Mr. Hunter will be able to tell you that. 

Q. Mr. Hunter will be able to tell me that you denied it at that time? A. 
Yes. 

Q. And you also denied it to Mr. Starr? A. Yes. 

Q. ‘There is no mistake about that? A. Not the slightest. | 

Q. Did you instruct Mr. Travers to be questioned about that letter? <A. It 
was discussed, yes. 

Q. What did you tell your counsel was the truth about this transaction? A. 
Exactly as I have explained it to you here to-day, word for word. 

Q. There was not any private arrangement of any kind whether it is regard- 
ing this $5,000 or not, between you and Dr. Beattie Nesbitt? A. No, sir. 

Q. That is all? A. There was something said the second to last day that 
there were something like fifty disgruntled shareholders before the organization of 


; 
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the bank or during the early stages of the bank. I wish to state that is not correct, 
that the only disgruntled or only dissatisfied shareholders up to the time of the 
failure of the Ontario Bank I think were something like three or four; one Leslie 
who had gone to the bank to get their money and something had been said, and 
they were a little bit timid and frightened and they refused to take their sub- 
scriptions. They afterwards took the subscription, and the bank manager at George- 
town apologised to Mr. Travers through—-Mr. Starr took it up, he apologised, and 
said if there was anything else that was necessary for him to say, he was willing to 
sign a letter to that effect, if that letter was not satisfactory. ‘There was another 
case where they had gone to Brampton to get money and the shareholder was 
frightened—I forget the party’s name—this was probably along in the month of 
May or thereabouts; the matter was taken up again by the solicitor and the same 
thing happened there that he said the gentleman had not said anything detrimental 
in any way to Mr. Travers. That was done through Mr. Starr or Mr. Travers. 
Outside of those until that hornet’s nest was stirred up there by Mr. Laidlaw at the 
time he was out defending Mr. Dixon in a case that He had and the failure of the 
Ontario Bank, there was no one dissatisfied; so that the fifty or one hundred all 
came after the failure of the bank. 

Mr. CommissionER: Am I to understand you to say that you knew nothing 
and heard nothing about the shares of Mr. Nesbitt being paid for by anybody? A. 
Not until after the—it never was discussed with me until after the organization of 
the bank. : ; 

Q. Had not you heard of it? A. Not until after the organization of the 
bank. 

Q. How soon after the organization? A. Some time afterwards, probably 
a month or two. 

Q. From whom? A. Mr. Travers said that I should pay half of it and I 
said “ No, I would pay no portion of it.” 

Q. Half of what? <A. Half of the amount that Beattie Nesbitt was to get, 
$3,000. , 

Q. Was it spoken of as something to be done or something that had been done? 
A. It was spoken of as something that had been done. 

Q. That he had been paid? A. Yes. 

. And he wanted to get half back from you? A. And he wanted to 
deduct half out of my commissions. : 

Q. Do I understand your statement about this cheque correctly, that you took 
it to the Traders Bank and got $5,000 in money, you think in fifty dollar bills, and 
that the rest of the cheque was placed to your credit or to the credit of some account 
of yours? <A. Yes. 

Q. Who wrote those words “10,000” on the back of it, does not that indicate 
it was all paid outin cash? A. ° That is something of the bank. 

_  Q. You do not know what it means? A. No, sir. 

Q. Was it not a very peculiar transaction that you would get a cheque payable 
to your order which was a voucher that you had received $10,000 from the Farmers 
Bank on account of your commissions and you would go and upon the word of 
Travers get $5,000 in cash and hand it to him without getting any voucher or 
receipt; does not that seem a pretty strange business transaction? A. No, sir, 
not the way we had been doing business. 

Q. Why did not he make this payable to bearer if he had so much confidence 
in you and you in him; why was it made payable to order? Bearer is struck out 
and order substituted? A. That I could not say. 

Q. Do you mean me to understand that you were not curious enough to find 
out what he wanted the $5,000 for? <A. No, sir. | 

Q. Made no inquiry? A. No, sir, made no inquiry. 


226 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. He simply asked you to go and get it? A. Yes. He said some time 
before, “ Now.I will be able to pay you a portion of that commission as soon as 
that money comes back from Ottawa. 

Q. What has that got to do with what I am asking you; I am asking about 
$5,000 which you say you gave him; did you not ask any question as to why he 
wanted $5,000? <A. No. 

Q. Who suggested it, did anybody suggest what bills it should be got in? A. 
There was not any one suggested that. 

Q. How did you come to suggest that? A. I asked the teller in the bank to 
give me the largest bills he had. 

Q. Why did you not get a cheque of the bank? A. I did not think of that. 

Q. What did you suppose that on Saturday, as you say it was after banking 
hours, he would want $5,000 in fifty-dollar bills, what did he want that for? A. I 
did not stop to think. 

Q. And you did not-ask? A. No, I did not ask. 

Q. And you expect me to believe that? A. Those are the facts, my Lord. 

Q. Did you discuss with McCorquodale what this $5,000 was wanted for? A. 
No, sir. 

Q. It seems to be just an ordinary business transaction? A. He had 
credited half of all the commissions that I understood he had received— 

Q. You are evading my question; what I want to know is why you went down 
and got this money and brought the money in fifty-dollar bills and gave it to him, 
as you say you did; that is the point, not about the division of the commission ; 
why, was that done? A. I never gave it any thought. 

Q. Did not it look as if some kind of under hand thing was to be done? A. 
No, sir, not as far as I was concerned in the matter. 

Q. People do not usually go and draw $5,000 on a Saturday after banking 
hours in fifty dollar bills unless they are going to use it for some special purpose 
do they? A. Well, I do not know. 

Q. Do you make the statement that you did not know it was necessary before 
the bank opened its doors that it should get a certificate from Ottawa? A. I 
thought it had to get a charter. 

Q. You did not know anything about the other? A. No, sir. 

Q. Did you know anything about the necessity of paying into the Depart- 
ment money before they could commence business? A. Yes, I understood that 
$250,000 had to be paid. | 

Q. That does not comport very much with your statement that all it wanted 
was the charter? A. That is all that I understood. 

Q. All that was wanted was that? A. The completion of the $250,000. 

Mr. Hoperns: I would like you to ask for those cheques at the bank and 
come back this afternoon? A. If I can get them. 

Q. I would like you to attend here anyway at two o’clock, whether you have 
them or not. <A. All right. 


The Commission adjourned at 1 P.M. to 2 P.M. 


The Commission resumed at 2 P.M. 


W. J. LINDSAY, recalled :— 


Mr. Hoperns: Whose handwriting is that in (referring to a paper con- 
taining columns of figures)? A. I do not know; it looks like Mr. Travers 
writing. 
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Q. Is it yours? <A. No, sir. 

Q. Did you ever see it before? A. Not to my knowledge. 

Q. Have you been able to get those cheques from the bank? A. No, sir, I 
was down there; ther have not got them yet. 

Q. Ihave a copy of your account in the Traders Bank, have you the Traders 
Bank book? A. No, sir, I left it there in December when I went away. 

Q. December what? A. A year ago last Christmas, 

Q. Left it in the Traders Bank? A. Yes, and I have not been able to get 
it since. 

Q. I see a deposit on December 6th, of five thousand dollars? A. Yes, sir. 

Q. Is that the five tlrousand dollars you spoke of? A. I presume it will be. 

Q. December Vth, 1 sce cheque to A. T. H. Luxton, was that your cheque? 
A. Yes. 

Q. Dated December 7th? <A. Yes. 

Q. December 10th, cash, personal, three thousand dollars, what is that? A. 
That was an amount that was transferred to another account. 

Q. What other account? A. Some money that I owed. 

Q. That is not telling me about another account? A. It was an account 
that I owed three thousand dollars to. 

Q. What account was it? <A. I have forgotten just for the moment. 

Q. Can you look that up? A. I think it was moneys that I owed my wife 
that I gave her. : 

Q. Moneys you owed. your wife? A. I think it was. 

Q. I did not understand you owed your wife any money? A. Well, you 
never eo me. 

Qe. Dad you? ~ Ac’ T did. 

Q. And December 10th, you say you transferred it to another account? A. 
{ think I transferred it to her account if I remember correctly. 

_  Q. Drawn out in cash? A. I have forgotten whether it was drawn by 
cheque or not, I guess it was cheque. 

Q. How was the Luxton payment, December 7th, made? A. That was 
commissions. | 

Q. How was that paid, in cash or cheque? A. Cheque. 

Q. You remember that? A. Yes, I remember having it marked. 

Q. Don’t you remember this three thousand? A. I think it was paid by 
cheque. 
| Q. What account was it put into, this three thousand dollars? A. I think 
that is where it went to. 

Q. Where? A. No, I would not be positive but I think that is where it 
went to. 

Q. You have not told me yet? A. Yes, I have told you, I think I trans- 
ferred it by cheque to my wife’s account. 

Q. In what bank? A. Ido not know if it was in the Bank of Montreal or 
the Bank of Commerce. 

Q. She had an account there? A. Yes. 

Q. In either one or the other? A. Yes; she had an account both places; 
or it may have been a payment on property I owned in Fort William; I am not 
clear on it. 

Mr. COMMISSIONER: What are you reading from? 

Mr. Hopeins: Copy of W. J. Lindsay’s account in the Traders Bank? A. 
Those are papers in connection with my suit against the Bank and W. R. Travers. 
I presume that is what they are. 

Q. You had a copy made for the use of the other side? A. I think that is 
a possibility; that is what they are; I do not know. 

Q. Do you know anything about this cheque, aca 86, dated December 
7th, 1906, and payable to W. R. Travers? A. No. 
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Q. You do not know anything about that? A. No. 

Q. Never heard of it? A. No. 

Q. What is this cheque which is part of exhibit 35, dated December 8th, to 
you for one thousand dollars? A. I do not know; I presume it was on account 
of commissions. 

Q. Do you know anything about it; have you any recollection about it; it is 
just two days after you got the ten thousand dollars that you profess to have an 
excellent recollection about? A. My signature is on that, I presume ‘that I got 
it all right; I have an excellent recollection of the other. 

Q. You did not draw that in cash? A. No, I deposited that. 

Q. You deposited that in the Bank of Montreal? A. Yes. 

: Q. Where you evidently had an account as well as in the Traderg Bank? 
A. Yes. 

Q. You cannot account for what that was paid for? A. No, I do not 
remember; there was never any statement of what the individual cheques were 
issued on, what subscriptions they were issued on. 

Q. You had no claim except for commissions? A. That was all, with the 
exception of a claim—I put in a claim of I think—I put in a fee for the work done 
in connection with the Laidlaw people which you will probably run across some 
place. 

Q. That is all; I would like you to come back to-morrow with the cheques 
from the Bank? A. I will come back with or without them. 

Q. I should like you to make inquiries? A. I will do so again. 


Mr. Hopeins: I have looked up the charges of these various items in the 
provisional ledger. 

Mr. ComMMISSIONER: Is that with reference to the $506? 

Mr. Hopeins: No, with regard to the ten thousand and five thousand; those 
are charged under the head of stock commissions and organization expenses; they 
are each charged under the heading of Travers. Then in the Provisional Directors’ 
cash book the ten thousand dollars is charged to stock commissions W. J. Lindsay, 
and the five thousand dollars stock commissions W. R. Travers, respectively on the 
6th and 7th—the permanent books the ten thousand dollars is charged on De- 
cember 6th, to organization expenses, and the five thousand dollars on the 7th, to 
the same; and they are so carried into the permanent ledger. 


W. H. HUNTER, recalled :— 


Mr. Hoperns: You already have been sworn in the matter? A. Yes. 

Q. I see a cheque dated December 6th, 1906, to you for $250, do you know 
what that was for? A. For legal expenses. 

Q. In connection with your trip to Ottawa? A. And the general work I 
had been doing. 

Q. Was it in full up to that date? A. There had been no account ren- 
dered; Mr. Travers handed me that cheque. 

Q. December 6th appears to be quite a day in the history of the bank? A. 
I did not know about any other cheques issued that day. 

Q. Mr. Travers said you went down to Ottawa with him on the occasion of 
getting out this certificate? A. Yes, I said so. 


FARMERS BANK INQUIRY 229 
SESSIONAL PAPER No. 153a 


Q. And that you came back before he did? A. Yes. 

Q. And that you sent him down the subscriptions? A. Well, that I think 
he is mistaken in; I do not think the subscriptions ever left the head office of the 
bank. 

Q. Mr. Travers was pretty circumstantial about it; he even recollected taking 
them to Mr. Boville’s office? A. If they were sent down I did not send them 
down; I did not know they had gone. 

Q. You remember being examined before? A. Yes. 

Q.- And I pointed out to you that letter of Mr. Fitzgibbon’s? <A. Yes. 

Q. Which said you came in and went over the subscriptions? <A. Yes; and 
what I said on that occasion I would repeat now is that I thought that I went in 
to examine the shareholders’ register to see that the amounts had been applied upon 
the shares in respect of which the notes had been discounted. I did not see what 
advantage to me at that time the subscriptions would be, it would not help me on 
that end of it. 

Q. Mr. Fitzgibbon writes you went over them and Mr. Travers says they came 
down from you; now, in view of that, do you still say that you neither looked over 
the subscriptions nor sent them down, did not know they were gone down; I will 
not say I did not look them over, but I have no recollection of looking over them ; 
that is not what I was there for that day. 

Q. You were there when Mr. Travers first saw the Finance Minister, were 
younot? <A. No. : 

Q. Had you left before he had iad his first ierview a A. Yes; my recol- 
lection is the only party that I saw with Mr. Travers or without him was the Chief 
Clerk, Mr. Ross. 

Q. When you came back you think all you looked at was the book with the 
stock entries in it showing how much had been paid? A. That is my recollection. 
é Q. You have shown us the book you thought you must have looked at? A. 
Yes. 

Q. And it was for what purpose? A. To see that the money had actually 
been applied in respect of the shares. If we had to make the argument that I 
expected we would have to make in Ottawa on that subject I wanted to be sure that 
the fact was right that it had been received in respect of shares, of specific shares ; 
-it seemed to me that was the ground work of it. 

Q. Did you realize when you looked over that book that that book does not 
show anything at all about notes, it shows nothing but the stock subscription, and 
when money was paid? A. I would like you to ask Mr. Fitzgibbon as to that, 
whether those sheets were re-written, because I remember referring to the outer 
column, and I still think I was looking at the outer column of that book. 

Q. As showing whether there was a note? <A. No, as showing the amount 
that had been received in respect of that share. 

Q. That does show that and shows the date of its receipt, but does not show 
anything about the note; so that if you wanted to see whether the amount was 
credited as against a note you would not see it in the book? A. Yes, but the 
total that was shown would have to be made up of the amounts that were credited 
to individual shares? 

Q. Yes? A. I did not want to be landed in this position if we were to 
argue that point, that there was a bulk transfer entry received in respect of capital 
ae It should be received in respect of particular shares in order to become 
capital. 

Q. But as I understand it, the point in your mind was if a man gave a note 
and a certain amount was stated in the list to have been received from that man you 
wanted to know that that amount had been pledged as against the note? A. No, 
that the proceeds of the discount had been applied on his shares; you are reversing it. 


Q. Then I say again you would not find a trace of that in the book that you 
looked at? A. I would find the whole of it there; I would find that the total of 
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that column would agree with the amount that had been represented by the papers 
as having been received in respect of capital: stock, and that it would have been 
distributed over the shares instead of being, part of it being received in a bulk item. 

Q. Take a concrete case; supposing in the list that went down to Ottawa, A.B. 
they credited with having paid two hundred dollars, you would look in the book to 
see whether there was the credit to A.B. of that two hundred dollars? <A. Yes. 

Q. Then if that book that you looked at does not show in the cases we object 
to any such payment what would you say then? A. I do not quite follow your 
question. ; 

Q. If the printed lst or the list which was sent down to the Government 
showed two hundred dollars paid on A.B.’s stock, and the book that you looked at 
showed that A.B. had paid nothing? A. I do not think that book showed that. 
I think the book that I saw on that occasion corresponded name for name and 
amount for amount with the list that had been prepared by Mr. Fitzgibbon. 

Q. If the book that you spoke of on the last occasion does not show anything of 
that kind it would not be the book you looked at? A. That is why I am suggest- 
ing that you might ask Mr. Fitzgibbon whether those ‘particular sheets were re- 
written. 

Q. Would you mind just looking at the book again? A. You showed me on 
the other occasion it included payments after that date, that is why I think—it.is 
a loose leaf ledger book—that he kept his accounts, brought them up to date at 
different dates. 

Q. No doubt; then that book, the sheets of it, would take in a dozen years in 
payments, but it does contain the column for 1906? A. Yes. 

Q. And that would be I suppose all that had been written up at that time? 
A. I cannot say; my impression is those are not the sheets I saw bound in that 
book at, that time. 

Q. (Shows witness Exursit 19) ? ks This is not the one, is it, you showed 
me before? 

Q. Is this the book? A. I do not think this is the one you showed me on the 
last occasion; was it not typewritten ? 

Mr. Commissioner: ‘This is one of the things you saw, I suppose (EXHIBIT 
17)? A. AsTI understood Mr. Fitzgibbon the day I went into the bank the book 
that I saw corresponded in every particular with that list he sent in. 

Mr. CoMMISSIONER: He did not verify it; he took Fitzgibbon’s statement. 

Mr. Hoperns: It was a book different from this book (Exuisir 19)? A. 
It was like that book. : 

Q. Ib was not this book? A. It may have been that book, but the sheets 
may have been different. That is a loose leaf ledger. They may have been re-writ- 
ten a dozen times before this particular one; if this is down to the date of the 
closing of the affairs of the bank it may have been re-written a dozen times. 

Q. At all events it would be one similar to this (ExHipir 19)? A. Yes, 
that is my recollection. 

Q. And it contained payments? A. It contained the dates just as this one 
does as I recollect, the date of application, the date of allotment and the date of 
payment. 

Q. This first page ends with the payment of the first stock, nie would have 
been all that would have been up to that time? A. No, other people had paid 
more than one call; there were subscriptions taken that were payable so much each 
month. 

Q. Then it would contain columns? A. That is my recollection of it; and 
then it was gathered up in the outer column. 

Q. All that you were interested in was in seeing that that book of the bank 
corresponded with the statement to the Government? A. Yes. 

Q. You were not at all interested in finding out anything about the notes? 
A. How about the notes? 
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Q. Because the payments in that book, and I presume in the book you saw, 
did not show anything about any notes being taken? A. I do not think it showed 
anything about any note being taken. 

Q. I thought the question you were interested in was the question as to 
whether when a man gave a note and the note. was discounted the payment was 
allocated to him exactly in the amount of his note, or the amount raised on his 
note? A. The point that was interesting me was I did not want to be confronted 
with a bulk entry in their capital account, and that was the only thing I was inter- 
ested in; if the money had been distributed I could not tell whether it was dis- 
tributed to John Smith his correct proportion or not. 

Q. You wanted to see the plan? A. Yes, the method of applying the ad- 
vance that had been obtained. 

Q. ‘They had assumed to apply it to individual shareholders? A. Yes. 

‘Q. At all events you satisfied yourself there was no bulk sum to some bulk 
account, but they had assumed to apply it to individual shareholders? A. Yes. 

Q. Whether the shareholder had given notes or not? A. I could not tell 
from that whether a man had given a note or not. 

~ Q. When you had been called in to advise was not your advice based upon the 
idea that notes were being discounted? A. On what occasion? 

Q. By the Trusts & Guarantee Company originally? A. The Trusts & 
Guarantee Company, Mr. Warren asked me to call upon Mr. Travers and to talk 
the matter over with him. Mr. Travers explained to me at that interview how he 
was going to apply it; I gave him no advice, but I reported to Mr. Warren that it 
appeared to me to be sound. 

Q. What was it he said he was going to do? A. He went through the mat- 
ter; he told me that the notes were being discounted without recourse to the bank, 
that he was paying in for the shareholder the amount of his note, that as between 
the bank and the shareholder the bank could not say to the shareholder that the 
share was not paid, but that the shareholder would still owe personally the man 
who held his obligation the amount of the note. 

Mr. COMMISSIONER: What do you mean by held his obligation? A. Note. 
That seemed to me to be sound; Mr. Travers explained how he intended to apply it. 
_ Mr. Hoperns: You so reported to Warren? A. Yes, that I thought. his 
method was sound. 

QQ. When the preparation of the list took place you were acting as solicitor for 
the bank? A. I was acting as solicitor as I understood it for the provisional 
directors. . 

“What if any part did you take in the preparation of the list? A. In the pre- 
paration of the list itself? 

'  Q. Yes? A. Nothing more than I have told you, answering in front of Mr. 
Fitzgibbon a question put to me by Mr. Travers. 

Q. You gave us that I think on the last occasion? A. Yes, I took no part 
in the preparation of the list as a list. 

Q. Travers said when it was finally made up and the payments finally put 
down on it it was submitted to you? A. I have no doubt that the completed thing 
passed through my hands because it was marked as an exhibit to Mr. Travers’ 
declaration, but I think that would be all that I would see of it, and I certainly 
made no examination of it. 

Q. Then of course you would never think of looking over it when you were 
marking it as an exhibit when he said it was submitted to you as solicitor for the 
bank? A. I am telling you as far as my recollection goes, and my recollection is 
distinct upon it, what I had to do with it. 

Q. That it was submitted to you? A. In the sense of my approving how 
much was put to this man and how much to this man? 


Q. Yes? A. Certainly not. 
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Q. That I understand is Mr. Travers’ statement? A. I have not seen it nor 
heard it. 

Q. At all events it is not so if he does say so? A. I may point out just in 
that connection that I did not know of the further advance that was made by the 
Trusts & Guarantee Company, so if it was submitted to me I would have to check 
it up, I would check it up on the basis of an eighty thousand dollar loan, not a one 
hundred thousand dollar. 

Q. Certainly; I do not suppose you would undertake to do the checking of 
the figures; but you of course knew this amount was being distributed, and you saw 
it was being distributed in separate sums, and that had your approval? A. The 
method appeared to me to be sound. 

Mr. Hopeins: Mr. Hunter has just mentioned to me that he relies on some 
passage in some work that probably in fairness to him he might be allowed to 
state? 

Mr. Hunter: If you would allow me in that connection to state, during the 
earlier part of that Fall I was discussing with Mr. Warren a matter in which the 
Trusts Company was not interested at all, relating to an insurance company that 
came before the Royal Commission, and in connection with that I gave him an 
extract from Thompson “ Commentaries on the Law of Corporations” that seemed 
to say that that was a sufficient compliance with a statute of that sort, and that was 
in my mind when Mr. Travers was explaining to me how he intended to apply this. 

Mr. Hoperns: Perhaps you can give me the reference to it? 

Mr. Hunter: I think I can lay my hands on it without any trouble, and will 
be glad to do so. ) 


ALEXANDER 8. LOWN, Recalled by 


Mr. Hopeins: Q. There is a statement here showing the amount of $560 
that was paid to you; it was kept as a separate account altogether from the organi- 
zation expenses, and appears to have been paid to you in sums of $85, $25, $10 and 
$100, ete? A. It is part of the organization expenses. 

Q. It is not so charged? A. My recollection was this: Myself and Mr. 
Smith were at that time practically in charge of the bank; those cheques were 
drawn for travelling expenses and other expenses. At the meetings of the Board 
accounts were rendered and passed; the details of that $560 I cannot remember. 

Q. You do not know why it was kept separate? A. I don’t know why it was 
kept separate. 

Q. Who would know what it was for? A. Mr. Smith had full charge of the 
bookkeeping, and I never concerned myself with the bookkeeping in any way what- 
ever. 

Q. And just charged up to you as if it was advances to you? A. Yes. 

Q. You cannot account for it yourself? A. No, excepting, for instance, I 
went out to quite a number of different places for the bank, and I would get a 
cheque for $25 for my expenses, and that was apparently charged up to me. | 

Q. You were the President or Chairman of the Provisional Board? A. Yes. 

Q. And you signed all the cheques? A. Yes. 

Q. Was any account kept of the expenses of the Provisional Directors, which 
appear to have reached between forty and forty-four thousand dollars? A. Yes. 

Q. Who kept that? A. That was kept by Mr. Smith; it will all be in here. 

Q. There is nothing in that; that is the ledger? A. It is all kept very care- 
fully in some of the books. 

. Q. You were how many years in charge? A. I should say a year and a half. 

Q. And you spent $44,000? A. Yes. 

Q. In commissions? A. Yes. 
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Q. Travelling expenses? A. Yes. 

Q. Directors’ fees? A. Yes. 

Q. And that was all? A. Yes. 

Mr. CoMMIsSSIONER: Did that include any of Lindsay’s commission? A. 
That would include a portion of Lindsay’s commissions. | 

Mr. TRAVERS: Salaries? | 

Mr. Hopeins: That would go right down to December, 1906, meeting? A. 
Yes. 

Q. However, the bulk of it was spent before Mr. Travers had to do with it? 
A. Ido not think so, I should say 

Q. Who kept an eye on whether the expenses were fair and legitimate or not; 
you were all in receipt of directors’ fees and salaries? A. I do not suppose any 
one did. 

. Q. . Did any one check them over when the bank was taken over? A. They 
had been checked over half a dozen times. 

Q. Did any one check them over with a view of seeing whether it was a fair 
amount or an excessive amount? A. Mr. Travers I understood had them checked 
over once or twice. 

Q. You say Mr. Travers did? A. Yes. 

Q. He is the only one that did anyway? A. Yes. 

Q. There was no official charged with the duty of seeing that the Provisional 
Directors were only spending what was fair and reasonable under the circum- 
stances? A. I do not see how there could be any official. 

Q. It is a matter of interest if banks are organized in this way that there 
should be some check; there was no auditor appointed by the subscribers? A. No. 

Q. And it appears Mr. Travers took the thing over, just accepted the figures 
and let it go? A. I think that the figures were checked over afterwards and all 
the vouchers; I think they are on the minutes, statements there that the accounts 
had been checked over and found correct in accordance with the vouchers. 

Q. By-whom? A. I don’t remember. 

Q. It would make all the difference in the world who did it; Mr. Travers saye¢ 
that the Provisional Directors refused at one time just previous to the 4th July, 
1906, to allot the stock that had been subscribed because it would give him the con- 
trol? A. No; there was a dispute between him and some of the directors with 
regard to the question of taking notes. | 

Q. Of taking notes? A. Yes. 

Q. But apart from that Mr. Travers says broadly that he was practically held 
up by the provisional directors, they refused to allot, and that he had to come to their 
terms and agree to pay them $20,000? A. That it not correct. 

Q. Have you any other explanation of how that $20,000 came to be agreed 
upon? A. Mr. Travers had been promising the directors to make some provision 
for them. At that time there were several causes of friction, and this was a sort 
of a general meeting to remove all causes of friction. 

Q. There was friction? A. Yes, and especially between the agents and Mr. 
Smith. 

Q. Friction was removed by this payment of $10,000? A. Yes. 

Q. Which was made to directors out of moneys received from the subscribers? 
A. Yes. 

Q. Why was the agreement deposited with Robertson & Maclennan and not 
to be withdrawn except on the signature of the directors? A. I think as a matter 
of convenience. 

_ Q. There is no convenience about storing it up with a solicitor that was not 
acting for anybody? A. We thought about putting it in a deposit box, and it was 
afterwards considered we would just leave it with Mr. Robertson. 

Q. What was the object; people do not usually lock up agreements of that 
kind ? 
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Mr. CoMMISSIONER: Was it in duplicate? A. I think so. 

Mr. Hopeins: I do not think so. A. This was a matter of private arrange- 
ment amongst the directors. 

Q. Mr. Robertson, who gave evidence in another case, said he did not know 
anything about it, did not know why, it was simply left with him to be delivered 
up on the signature of the directors? A. I think that was a matter of arrange- 
ment among the directors. 

Q. Can you explain that? A. I think for the convenience of the five dif- 
ferent directors. 7 

Q. Convenience in getting money from Mr. Travers? A. No, I do not think 
so. You see the money was obtained, and the money, all the money that was ever 
obtained from Mr. Travers was obtained before that was deposited with Mr. 
~ Robertson. 

Q. Oh, no. It was not got out till after he made his final payments on ac- 
count of the last $10,000? A. The final payments were very small. 

Q. But it was kept there till he made those final payments and you agrees 
to hand it over; you think it was a matter of convenience; that is the way you put 
it? 3A. Yes: | 

Mr. CoMMISSIONER: J do not think it was in this connection, but he spoke of 
not wanting him to get control of the stock; I don’t think it had anything to do 
with this particular thing. Would it not be likely that the Provisional Directors 
would not want Travers to get control of the whole of the stock; would not that be 
a likely thing? A. I don’t think the matter was ever discussed amongst the 
Provisional Directors about Travers getting control of the stock. 

Q. What was your idea when the bank was started, were you to have a place 
on the Board or were you to drop out entirely? A. In the first place I was 
to have either the solicitorship of the bank or I was to have some place in the bank. 
At the time of the agreement myself and Mr. Smith were both dropping out 
entirely. 

Q. And the others? A. The others were all dropping out. 

Mr. Honeins: The real point as I understand it was this, that the agreement 
to pay them this amount of money was conditional on the assent of the subscribers 
and that they thought if Travers got control of the whole thing he could control the 
whole meeting and it would never be ratified. 

Mr. COMMISSIONER: You have not put it that way to this witness; ; put it that 
way and see what he says. 

Mr. Hoperns: What do you say to that; the position appears to be this, if 
you allotted to Travers, allotted the stock that Travers had got, and he was proxy 
for it he would then be able to control the meeting and elect his own Board and 
that Board of course would have to ratify any payment to you and any payment of 
expenses, and you people did not like to put yourselves in his hands to that extent, 
and therefore you refused to allot to him until he signed that agreement with you 
and paid you $10,000, and left the agreement where he could not get it until he 
paid the balance. and then and only then did you agree to allot; that is the view he 
presents? A. It is rather mixed up; there are several things mixed up in the 
question as far as I see. Our objection to allotment, as far as there was an objec- 
tion, was the question of these notes; that was the only question that we had. 

Q. What was the difficulty there about the notes? A. About June stock sub- 
scriptions began to come in accompanied by notes, and some of the directors were 
of the opinion that we had no right to allot stock accompanied by notes which 
varied the payment from the terms of payment in the application. An adjournment 
was made until we got advice on that matter. I do not think we ever had any— 
there was no holding up of the matter with regard to Mr. Travers, we were quite 
willing to take Mr. Travers’ word for the matter. 

Q. The agreements rather seem to bear his construction; you do not think — 
there was anything like that about it? A. No. 
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Q. You do not think the payment of -$10,000 made any difference in your 
views as to taking notes? A. We depended on Mr. Urquhart’s letter. 

Q. Relying on the agreement you handed over everything to Travers after 
getting the money to keep the agreement and pay the balance? A. Yes. 

Q. And you did not care whether the subscriptions were any good or not, that 
was his side, his lookout; that is what it came to? A. Yes, that is what it came to. 

Q. Who was the man Travers had to deal with, you or Smith or Fraser? A. 
Most of the negotiations were conducted between Mr. Travers and myself. 

Q. We have your explanation about it then. 

Mr. ComMMISSIONER: The first agreement provided that what you were to get 
was to be subject to ratification by the Board? A. Yes. 

- Q. Now, Mr. Hodgins has asked you would it not be plain that if Travers, 

who was to pay this, controlled the stock list and controlled the Board, he might 


make his agreement worthless to you? A. Yes. 


Q. He wants to know had that anything to do with the action you took when 
you changed it into something by which Travers became personally answerable? 


A. Why certainly. 


Q. The only point of difference between you is Travers says that you forced 
him to this position by refusing to allot the stock; do you agree or differ from that? 
A. I differ from that. 

Q. What was the lever you used, persuasion would not do much, would it? 
A. Of course there was this lever that the sale of the larger portion of the stock 


was in the hands of Mr. Smith, not Mr. Travers. 


Q. What difference does that make, if the Power of Attorney were in Mr. 
Travers name? A. It might make differences as to future stock. 

Q. At all events you did take the position you would not allot stock, whatever 
the reason was? A. Yes. 

Q. You think it was because of this difficulty about the note? A. Yes. 

Q. And you ultimately did decide to allot? A. Yes. © 

Q. And was that contemporaneous with your getting the agreement by which 
Travers became personally answerable and paid you the $10, 0002 A. Yes. 


FREDERICK W. STAIR, Sworn, Examined by 


Mr. Hopeins: Q. You live in Toronto? A. Yes. 

Q. And own the building which the Farmers Bank rented? A. Yes, sir. 

Q. Your name is found on a note in connection with a loan which Mr. 
Travers or the bank got from the Trusts & Guarantee Company? A. Likely. 

Q. The note was $9,000, I think? A. Yes. 

Q. How did you come ‘to give it? A. I subscribed for $10,000 worth of 
stock and I gave a cheque for $1,000 and they were to carry the rest of it, renew it 
for a year if I required it. 

Q. Did they do so? A. Yes. 

Q. Did you pay the note up afterwards? A. Yes, sir. 

Q. How? A. I think I paid partly cash and part applied on rent. 

Q. When you made that note did Mr. Travers tell you what he wanted it for? 
A. No, I was not taken into any of the secrets of the organization; I paid him 
$1,000 cash and gave him my note for the balance which I had subscribed. 

Q. Who took your subscription ? A. Mr. W. J. Lindsay. 

Q. When did you make your subscription? A. It was in the fall of 1906; I 
can give you the date of the cheque. 
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Q. Very well? A. I was looking for the notes; I don’t know where the 
original note is; there are some renewals; there is the cheque and here is the stub 
of it. I issued the cheque to my Attorney. 

Q. Curry & Eyre? A. Yes; and in the stub I noted down what it was 
given for. 

Q. Dated October 9th, 1906; the note then would be dated the same day? 
day? A. I think so. 

Q. And that is all you paid during that year; was the note taken at a year? 
A. I won’t be sure; I hardly think it was. 

Mr. ComMIssIoNrEr: You have one of the renewals? A. There are both 
renewals. 

Q. May Ist, 1907, six months; $9,000? A. I gave the original note I am 
quite sure at the time I gave this cheque; this was before the bank had got organ- 
ized, before they started business in my corner down there Mr. ‘Travers came to me 
and wanted me to change that note for a personal note to him for I think it was 
sixty days, and then he would give me this note and take my note again for the six 
months or whatever it was, I forget now; anyway there were two notes given after, 
and J cannot find the original note nor the one I gave Mr. Travers. 

Mr. Hoperns: Did you ever hear from the Branch out in Milton or any place 
but the Head Office about your note? A. No, sir. 

Q. Who did you deal with, Travers all through? A. Yes. 


W. R. TRAVERS, Recalled :— 


Mr. Commissioner: Have you got through your head, Mr. Hodgins, what 
Mr. Travers’ explanation of this $10,000 is? Will you ask him again about that? 
Here is what he says at page 417 of his evidence. (Reads portions of pages 417, 
418, etc.) 

Q. What became of the $5,000 in money? A. The $5,000 in money went to 
me; I got the $5,000 and I gave a cheque for it charged to my commissions; there 
is $15,000 charged to my commissions. 

Q. Does that $5,000 cheque say for commissions? A. No, but it is charged 
up to commissions. I said he brought back $10,000; after hearing this evidence of 
his I am wrong in that because he says he put $5,000 to his credit. 

Mr. Hopatns: There is a $10,000 cheque and a $5,000, $15,000 is accounted 
for; and $5,000 according to the witness went to pay Nesbitt’s stock? A. The 
Cash Book will show that. | 

Mr. CoMMISSIONER: How is it charged in the book? A. Organization ex- 
penses $5,000. | 

Q. And that represents this cheque, Exuipir 36? <A. Yes. 

Where is the entry on the other side, the debit of the $5,000? A. There 
it is, Nesbitt’s stock, $5,000 (in Provisional Directors’ cash book). 

Q. December 7th? A. Yes. - 

Mr. Travers refers to EXHIBIT 19. 

Q. Does that book show $5,000? A. It shows $5,000; $3,000 October 22nd, 
and $2,000 December 7th; the $3,000 is put on there. 

Q. On the discount? A. Yes. | 

Q. How did they balance the books when these applications were made out, 
how did it show in the books when you applied the moneys that had been got from 
the Trusts & Guarantee Company on the shares? A. We made no entries in the 
books for that at all. We made no entries in that until the bank was organized on 
the 26th November and a regular set of books. 
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Q. Then what did you do? A. Then we brought it forward; I am not quite 
sure how Mr. Fitzgibbon brought that forward; I think he will have to explain that 
himself. ‘There was an entry made for it but I cannot tell exactly what that was, 
but I think it was capital account though. 

Mr. Hopneins: I will ask Mr. Fitzgibbon about that. 

Q. Were there any notes or cheques in your private desk when the failure 
took place? A. I think there were some. 

Q. What became of them? A. I sent them in a box, I think, over to Mr. 
Owens’ office with some of the Keeley Mine papers. 

Q. Is that E. J. W. Owens? A. Yes. 

Q. Would he have them yet? A. I could not say. 

Q. However, you sent him a box which you think contained these. A. My 
recollection is I sent him a box with some Keeley Mine books and papers and some 
private cheques of my own. 

Q. Cheques of your own would be for $6,000, $4,000, and $3,000? A. No, 
I do not think so. 

Q. What would they be for? A. They were grocery accounts and livery 
accounts and such things. 

Q. Were there any cheques such as I mention or notes such as I mention? A. 
My account will show it. 

Q. Were there any in your private box held by you or private desk? A. 
What do you mean? - 

Q. I am suggesting that there were notes signed by somebody else? A. 
There were some notes, I would not say they were in that box, but there were some 
notes left in my desk. 

Q. What became of those? A. I don’t know. 

Q. Whose signatures were on them? A. I think Dr. Beattie Nesbitt’s note 
was there if I remember right. 

Q. How much would that be? A. I could not say exactly now; I think it 
was $10,000 or something like that. 

Q. Was that something he borrowed from you or from the bank? A. No; I 
think something in connection with the Keeley Mine, I cannot recall now. I will 
have to refresh my memory by looking at some of the documents. 

Q. Was there only the one note signed by him or more? A. It seemed to 
me there were two notes there, but Mr. Clarkson did not find anything. You were 
asking me about that the other day, and you puzzled me about it; I cannot say 
exactly what until I look into it more carefully. 

Q. You have not been able to? A. No. 

Q. Were there any one else’s notes there? A. I could not say that just now; 
there might have been. 

Q. George Wishart’s note? A. There might have been. 

Q. What was that in connection with? A. Blackmail, if you want to know 
the truth. 

; Q. I would like to know the truth about that? A. I am not prepared to-day 

just to go into that question. I want to think about it; I did not expect it. 

Q. I did not expect it either; I thought we would have been able to get on 
with the other branch; I want to ask you in a general way about Wishart; who is 
George Wishart? A. He is a promoter in New York. 

Q. An American? A. Yes. 

Q. And how did you come in contact with him? A. I was crossing the 
Atlantic ocean on the “ Lusitania,” after making banking arrangements over there, 
and I met him on board ship. 

Q. When did you have business relations with him first? A. After the 
Keeley Mine was offered to me. 

Q. Who was it offered it? A. Dr. Beattie Nesbitt. 
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Q. What occurred between you and Nesbitt and Wishart? A. Really, £ 
don’t think it is fair for me to go into that when Dr. Nesbitt is on trial; of course 
if the Commissioner says I have to do it I will do it. 

Q. It has nothing to do with his trial? A. I don’t know what is coming up 
there and I do not like to go into that transaction to prejudice his case or influence 
the Judge or Jury; I don’t think it is fair. 

Q. I suppose you realize we have to go into the history of this Keeley Mine 
and the money that went into it, and I don’t see how it is possiblh—— A. Can 
you not go into that without taking up those points so specifically with regard to 
Dr. Nesbitt? I can answer in regard to the investments of the bank and the 
Keeley Mine. 

Q. The books show all that; I want to get your testimony on it? A. I will 
be glad to give you everything but I really don’t think it is fair to hurt a man’s 
case in any way; I don’t know whether it will or not. 

Q. I think you are unnecessarily sensitive; he is not indicted for anything in 
connection with the returns, the Keeley Mine does not come into it? A. Ask me 
the question and I will see. 

Q. Iam asking you what was the arrangement made when this was offered to 
you by Dr. Nesbitt? A. Dr. Nesbitt brought the proposition to me to buy this 
mine for $300,000 ; $50,000 was to be paid down, and $50,000 a month I think until 
it was paid. 

~Q. Had he an option? A. Yes, he had the option. 

Q. In his own name? A. Yes. 

Q. Was he president at that time? A. No, he was not president of the bank 
then ; he had ceased to be president six months I should say. 

Q. You saw the option I suppose in writing? A. Yes. 

Q. And he was turning it over for just its face? A. It was not intended 
that he should turn it over to the bank; the intention was to organize a company 
and that the payments were to be made by the bank or by somebody else that we 
could get into the compnay. 

Q. Were you to pay it individually or what was the proposition? . A. The 
proposition was that we shouid float it; that is the common term I think. 

Q. Who are “we”? A. Nesbitt and the Bank, put it that way, for a-profit 
to the bank. 

Q. The bank was to make a profit? A. Yes. 

Q. And Nesbitt? A. Yes, and Nesbitt was to make a profit, certainly. 

Q. Was he turning it over to the bank at a profit? A. No, he did not turn 
it over at that time at all; he held the option; the question was how the payments 
were to be made under that option, whether 

Q. Was he to turn it over—however, it was arranged so that he would make 
a profit out of the option? A. Yes, certainly, he intended to make a profit 
eventually. 

Q. The point then was as to taking up the option and making the deposit ? 
A. Yes, the payments. 

Q. $50,000? A. That was the first payment. 

Q. How did Wishart come in? A. Wishart had told me when I had made 
his acquaintance on board ship that he was a rich man, and he said to me if there 
was any proposition in Canada that he could handle at any time he would like to 
have a chance at it. He took me out and showed me his elegant residence outside 
of New York, which I thought was worth one hundred or one hundred and fifty 
thousand dollars and I came over here with the idea that he was a very desirable 
man to work with in case we should have any proper deal to put through, and ufter 
Nesbitt brought the option to me I went to New York to see him and he said he 
could make the first payment without any difficulty. 

Q. Well? A. Then I came back and the matter was closed then. I agreed 
to make the payment of $50,000 if I remember right, and when the date came for 
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payment Wishart said he could only give-a note, $25,000. Nesbitt and he agreed 
to put up half of it. 

Q. I understood you to say you agreed to make the payment? A. To the 
people who owned the property, the original owners, the prospectors. 

Q. When you say you agreed, do you mean the ‘bank would put up the money ? 
A. I spoke for the bank as General Manager, yes. 

Q. They agreed to put it up, the Board did? A. No, I did not bring it 
before the Board at that time. 

Q. Had you got Wishart to come in in writing? A. No, there was no writ- 
ing at that time. 

Q. Just verbal? A. Yes. 

Q. He said he would pay the first payment? A. He said he would make the 
first payment; then when he arrived in Toronto to complete the first payment he 
_had-not any money. Dr. Nesbitt said he would put up $25,000 and Wishart would 
put up $25,000. 

Q. That is what you think they had told you previously? A. Yes. 

Q. Neither of them did so? A. No, but Dr. Nesbitt supplied me $25,000 
of a deposit that enabled me to loan the money to a company that was formed. 

Q. Had you got so far as to form a company? A. Not at that time, no. 

Q. But there was to be a company formed? A. Yes. 

Q. Who was to form the company? A. The company was to be formed of 
Dr. Nesbitt, George Wishart and myself. 

Q. Wishart was to join with Nesbitt in making the first payment, was that 
it? A. Yes, that was the understanding. 

Q. And you were to supply what? A. I suppose that I was to supply $25,- 
000 as against the deposit that. Nesbitt got for me. 

Q. You did not do that? A. I supphed the whole $50,000. 

Q. That is you supplied Wishart’s? A. I supplied Wishart’s and Nesbitt’s 
both. 
| Q. What was your contribution to be in the three, were not you to come in on 
equal terms? A. When we formed a company the bank was to have one quarter 
for-profit; Wishart was to have a quarter; Nesbitt was to have a quarter, and I 
personally was to have a quarter myself for the work that I was putting in it. 

Q. The net result of the arrangement was that you found you had to put up 
$50,000, and you discounted Wishart’s note? A. For $25,000. 

Q. Did you discount Nesbitt’s note? A. No, I did not. 

Mr. CoMMISSIONER: He said something about a deposit. 

Mr. Hoperns: Nesbitt got a deposit, you say, which enabled you to do that? 
A. To lend the first $25,000 to the company that made the payment to the pros- 
pector of this Mine. 

Q. The deposit was a legitimate deposit? A. Yes. 

Q. Nothing to do with the Mine, had it? A. No. 

Q. But you thought it came in through Nesbitt’s influence? A. I thought 
SO, yes. 

Q. Therefore you were willing to lend him the money? A. Our Treasury 
was not out anything at that time as I thought the investment was a good one. 

Q. Where you were out was in supplying the $25,000 for Wishart? A. In. 
the end; more than that, I am sorry to say. 

Q. He came here and he could only put up a note instead of the money? A. 
That was all. 

Q. The bank put up that? A. Yes. 

Q. No kind friend arranged any deposit which would put you in funds with 


_ regard to that? A. Not a cent. 


Q. The first payment was made and was the company formed? A. The 
company was formed, yes. 
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Q. What was it called? A. The Keeley-Josie-Wood Mining Company; 
those were the three names of the three men who discovered the prospect. 

Q. They ought to be immortalized? A. They should indeed. 

Q. Were the four shares allotted i in the way you speak of; quarter interests ? 
A. Yes, they were. 

Q. Held by whom for the bank? A. I, as General Manager in trust. 

Q. And then held a quarter for yourself? A. I held a quarter in my own 
name, a quarter in my name in trust for the bank, a quarter for Wishart and a 
quarter for Nesbitt; that is my recollection of the matter as near as I can tell; 
there may have been a variation of some shares one way or the other. 

Q. When the second payment came due what happened? A. No money; I 
had to put it up. 

Q. Who had agreed to put up the second deposit? A. Wishart agreed to 
float the concern and supply all the money that was necessary, verbally. 

Q. Had not you been a little ue when he came along with a note the 
first time? A. No, I was not. 

Q. How long was the note? A. I am not sure but I think it was thirty or 
sixty days. 

Q. Did not it come due just about September, the second payment came due? 
A. About that time, yes. 

Q. When the second payment came due the company was formed with the 
quarter interest to you each? A. Yes. 

Q Had the option turned over to the company? A. Yes. 

So that the company was liable to pay? A. Yes. 
The option had been accepted and had become a binding contract? A. 


Q 
Q 
Q. ‘Who made up the second payment? A. The Farmers Bank. 

Q. Who defaulted? A. Everybody but the bank. 

Q. That is you, Wishart A. I never agreed to put up anything, not 
if 

Q 

Q 

Q 


myself personally; I did for the bank. 

You were to have a quarter interest? A. Yes. 

But you were not to pay for that personally? A. No. 

The bank was to pay for its quarter? A. No, the bank was paying noth- 
ing; the bank was supposed to get this money back with interest and a bonus of 
one-quarter of: the stock for doing the business. 

Q. That would be you, Nesbitt and Wishart? A. Yes. 

Q. Were you three to put up the money? A. No, Wishart and Nesbitt were 
to find the money. 

Q. You got your interest for nothing, the bank got it for putting up the 
money which it was to get back, and it was to get the quarter interest as additional 
profit? A. I kept the book and managed that end of it. 

Q. Wishart and Nesbitt defaulted on the second occasion? A. Yes. 

Q. Then did the bank putitup? A. Yes. 

Q. What securities did you take then? A. Nothing. 

Q. How did you come to make that second payment in that way if Wishart 
and Nesbitt would not put it up? A. Because I was in $50,000 and I had to go 
down with a loss of $50,000, and I thought the property was good, and I went on 
the second $50,000. 

Q. Did Wishart come over here? A. Wishart was over here sometimes two 
and three times a week and I could not tell you just exactly. 

Q. Was he displaying any interest in it? A. Yes, considerable interest in it. 

Q. But not displaying any money? A. He had not any money. 

Q. What conclusion did you come to when the second default was made? A. 
The second payment I was not quite sure whether he was a fakir or not, but when 
the third came along I was sure of it. 

Q. You still had his note? A. No, I had to give up his note? 
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Q. Before the third payment came due? A. Yes, I think it was, I am not 
sure, but we had a re-organization. 

Q. How did you come to give up his note? A. It was necessary to have a 
re-organization—I cannot tell you just at this moment—and he would not consent 
to it unless I gave up the note and released him. 

Q. What re-organization, what does that mean? A. We formed a new com- 
pany entirely and took over the old company. 

Was there a necessity for that? A. Yes, there was a necessity for it. 

Q. What was it? A. To try and float the stock, to unload it on the suffer- 
ing public and get from under, if you want. to know the truth. 

Q. But you might just as well unload the Keely-Josie-Wood Ghepane? A. 
We could not do it at that time; Wishart thought it would sell then—not that I 
considered that it was wrong, because I considered the mine was rich then, and I 
consider it rich to-day, just as rich as it ever was. 

Q. I am only trying to get at your reason at this juncture? A. I will tell 
you; it was one million dollars capital, and if I remember right Wishart and the 
rest of his—or some friends of his—thought the capital should be two and a half 
millions for the purpose of floating in Scotland; that is where the re-organization 
came in; and we formed a new company with a capital of two and a half millions, 
and we bought out the old company, amalgamating the debts and distributing the 
stock in the same proportion as we did originally. | 

Q. . Wishart must have agreed? A. He agreed when I gave him up his note. 

Q. You say he thought it was necessary to have it re-organized by making 
the capital two and a half millions? A. Yes. 

Q. If he did, I do not understand why you say you had to give him his note? 
A. Because he would not consent to the change in the company. - 

Q. + thought he proposed it? A. I do not know whether he proposed it or 
not. It was a question at that time in my mind that something had to be done; I 
do not know whether he proposed it or the Doctor proposed it, or some of his 
friends proposed it; there was a whole lot of parasites there all the time. 

Q.. Parasites on whom? A. On whom! On the bank. 

Q. I would like to know how you came to give up the moines Alot hehe fd, 
explained it 10 you; he refused to consent to the re-organization at that time with- 
out the surrender of his note and the bank becoming responsible for the entire loan. 

Q. And you gave him back his note and gave him a quarter interest? A. 
Yes, I did; he and the doctor transferred a little further stock to the bank at that 
time T think. 

_ Q. There must be some other explanation about that; I do not understand 
you giving him the same interest? A. I did not expect these questions, but I can 
explain it to you to the letter exactly, but I would want to refresh my memory. 

Q. . You want to go over the minute book? A. I would like to go over the 
minute book of the Keeley Mine and look at it; I know that the time the Wishart 
note came up it was a question of a block and the bank louing the money there and 
then, or going ahead. 

Q. I would like to have you go over that? A. I can explain that thoroughly. 


JAMES G. FITZGIBBON, Recalled :— 


7 Mr. Hopetns: Q. You were here and heard what Mr. Hunter said? A. 
‘Yés. 
Q. He seemed to think that that book we showed him was not the book he 
saw when he came back from Ottawa, but that it was a book similar to that? A. 
Those are the only two books we ever had. (HxHIBIT 18 and 19). 
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Q. That big one with the yellow leaves (Exuiprr 19) will you just look at 
that and tell me whether at the time the list was made out the left hand page in 
each case was the same as it was then? A. All the same. 

Q. I méan up to the first payment? A. They were all the same. This book 
has never been altered except having additions made as time went on and new sub- 
scriptions came in after organization. 

Q. The same book, the same pages? A. Yes. 

Q. And same entry as the stock was paid up? A. Yes. Later on when we 
got our regular book going we abandoned this altogether (Exuipit 19) because we 
have our regular stock to post them in. 

Q. At the time the list was made out at the time Mr. Hunter speaks of the 
only books-that would relate to the stock would be these two, EXHIBITS 18 and 19? 
A. Yes. This is the book from which the list to the Government was made out. 
(HxHIBIT 18). 

Q. I did not think of showing Mr. Hunter this Exuisrr 18; that does not 
show any payments? A. No, but I will show you here; taking from this (EXHIBIT 
19) that was the work I did, was to check up the total of the payments to date. 

Q. In this book Exurpir 18 there is penciled under the printed heading 
“ Witness ” the date of the allotment and the amount paid up to that date? A. 
Yes. 

Q. Does that go right through the book? A. Yes, that goes right—— 

Q. Would this be the book that Mr. Hunter saw? A. This is the book he 
saw (Exuisit 18). 

Q. That does show then the payments made apparently up to that date? A. 
There was the total up to that date. 

Q. Totalling $291,310, that is in your handwriting in EXHIBir 18? A. 
Yes; from the simple fact that the Laidlaw shares were struck out before the end 
of December when we sent in our second statement; but the list was made up then 
alphabetically from our stock ledger— 

Q. These pencil figures show what? A. They show that amount. actually 
paid in and the amounts which were allocated from the Trusts & Guarantee Com- 
pany loan on notes. 

Q. One may say that this book, Exuisir 18, is the original document? A. 
That is the original document. 

Q. Which afterwards went in to the Government? A. Yes. 

Q. And shows the way it was done? A. Yes. 

Q. Under whose directions were those pencil entries made? A. Mr. Travers 
instructed me to make out a list, find out how the thing stood, and that was the first 
work I did was to go over these amounts, checking the various payments, and I put 
them in pencil here for ready reference. 

Q. Take this as a prominent example: W. J. Lindsay, 500 shares, you put 
$5,000 opposite him as paid? <A. Yes. 

Q. Which forms part of the total? A. Yes. 

Q. How did you come to do that? A. Under instructions from Mr. Travers 
to allocate a portion of the loan on that. 

Mr. CoMMISSIONER: He explained that before. 

Mr. Hoperns: We have been looking for this original and I was not aware— 

Mr. ComMMISSIONER: ‘The witness Travers showed that book to Hunter as he 
was leaving, at least I think I saw him showing it to him. 

Mr. Hopains: I did not know that. 

Mr. Travers: Yes, I noticed he was not giving his evidence from that book: 
if he had had that book he would have given his evidence differently. 

Q. Mr. Hopains: Then this is in your handwriting, Exhibit59? A. Yes. 


Q. Is that the basis of the special return of May 1907? A. No, sir. 
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Q. Travers thought it was; what is it the basis of? A. This was just a 
calculation to make up to see what amounts had been spread on the notes; this was 

solely for our own office use. 

Q. Was it not the basis of the return? A. It may have been in connection 
with that statement. This was got out probably for information for Mr. Travers 
just to know what had been done with the proceeds of the loan, but so far as I can 
see it is not the statement itself. There is no date to that; it was just a memorandum 
for office use; I do not know what it was for or just the ‘occasion for it. 

Q. Do you know anything about the payment of Dr. Nesbitt’s stock? A. 
No, sir. 

Q. Can you explain anything further as to the way in which the charges were 
made? <A. No. 

Q. Do you know about that $5,000 that was credited upon his stock? A. 
No, that was done in the Provisional Board book, part of it; the only ones I saw 
were payments made after the Bank was organized. 

Q. We are told no separate account for the various shareholders in the Provi- 
sional books? A. No. 

Q. How did you make out the book you have in front of you, Exhibit 19? A. 
This book was made up long before I went in; this was made out from time to time 
as the subscriptions came in. 

Q. During the Provisional Directors’ regime? A. Yes. 

Q. Whose handwriting is that? A. The first part is typewritten with the 
name of Smith, who was the Secretary of the Provisional Board. He witnessed 
them as being genuine; and subsequently after Smith left the rest of the book was 
in Shaver’s handwriting. He was the Transfer Clerk, in fact he was with the 
provisional directors for a few weeks before the Board was organized; how long I 
do not know. 

Q. You came into the Bank on the 19th November? A. The 19th or 20th. 

Q. Just two or three days before the return was sent in? A. Yes. 

3 Q. Did you at any time yourself check over the expenses of the provisional 
directors? A. No, sir, I had nothing whatever to do with the provisional direc- 
tors’ books or accounts in any shape or form. 

Q.. Do you know anything about this $3,000 cheque which has been mentioned ? 
A. All I know is that Mr. Travers instructed me to draw out a cheque after the 
Bank had been organized and just remarked “C” on the stub and sent it down to 
him. I signed all the official cheques after the Bank was organized. 

Mr. ComMissIoNER: Down where? A. Down stairs; I was in the Head 
Office, I had nothing to do with the Toronto Branch. 

Mr. Hoperns: You didit? <A. Yes. 

Q. Is that all you know about that? A. Yes. 

Q. You did not see that it came back or was paid? A. -Of course it naturally 
came back when it was paid, but it was changed up to Mr. Travers either to his 
commission account or— 

Q. After the bank was organized? A. Yes. 

Q. Whattime? A. I could not say; I could tell by the stubs of the cheque 
book. 

Q. Isthat it? A. No, it was a yellow stub book. 

Mr. Travers: You are wrong, that is the book. 

Mr. Hopains: Just look at this stub book and see. 

Mr. Travers: Have you not the cheque? 

Mr. Hoperns: Not with me. 

Mr. Travers: I have seen it two or three times. 

Witness: It is not there, not the cheque I refer to. 


Q. Which of these books will tell you the date of that cheque? A. I donot 
know. 
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Q. You speak of the $3,000 cheque charged to Travers after the organization? 
A. Well, I could not say whether it was charged to organization expenses or to 
Travers’ commission account. I might identify it if I knew the date of it, but I am 
pretty satisfied in my own mind that it was after the first January. 

Q. What bank was it drawn on? A. Our own bank. 

Q. What was it? <A. The Farmers Bank. 

Q. After you started business? A. Yes. It was cashed downstairs or used 
downstairs and charged up to the Head Office and came to us in the ordinary routine. 
I know, I remember putting the “ C” because I drew up the cheque myself. ‘Those 
cheques are all drawn out by Mr. Shaver. | 

_  Q. What does “C” mean? A. Ido not know, I was just told to put “C” 
on the stub to identify it; that is the only way that I know it is the cheque that Mr. 
Travers referred to, because he said he had marked it “C”. I was speaking to Mr. 
Travers, and I want to correct a statement he made in his evidence as published in 
the papers, and he tells me to-day that he saw the statement in the newspaper; he 
said that I had sworn that I had taken exception to his making the loan with the 
Trusts & Guarantee Company, which was an impossibility, seeing that I did not 
join the service till a month after the loan was made. I do not think in any of the 
evidence that I have ever given you will find I made such a statement. What I did 
say was that I raised the question as to the distributing of proceeds of the loan when 
I went into the bank, and it was only after the assurance of Mr. Hunter and Mr. 
Travers that they had taken advice, and I took outside advice, that we were justified 
in turning the notes into cash and applying the proceeds on the stock of those 
parties who had given their notes, but I certainly did not swear that I had taken | 
exception to the loan. 

Mr. Commissioner: I do not remember any such statement; it was Mr. 
Travers mentioned it to contradict it? A. I saw that Mr. Travers had made the 
contradiction and I happened to read it in the newspaper. 

Mr. Hopeins: You did not protest against him raising the loan? A. I 
could not, I did not know anything about it; I was not there. 

Mr. CoMMIssioneR: It was a mistake in the newspaper report if you saw it 
there ; it will be correct in the evidence here. It is right to make that explanation. 


The Commission adjourned at 4 p.m. to 11 a.m. to-morrow, May 22nd, 1912. 


Toronto, May 22nd, 1912. 
The Commission continued its Sittings at Osgoode Hall, May 22nd, at 11 a.m. 


PRESENT: 


Hon. Sir WiLtt14M MerrepirH, Commissioner. 

Frank E. Hopeins, K.C. and JouHn THompson, K.C., representing the 
Dominion Government. 

I. F. HettmutH, K.C., representing the Trusts & Guarantee Company. 


W. J. LINDSAY, Recalled :— 


Mr. Hoperns: Q. Have you applied to the bank to get those cheques? A. 
I have. 

Q. Have you got them? A. I have not. 

Q. Why not? <A. They have been unable to locate them. 

Q. Who did you apply to? A. The General Ledger-keeper. 
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Q. Of the Traders Bank? A. Yes. 

Mr. CommissionEeR: I think you had better subpoena somebody at the Bank, 
Mr. Hodgins. 

Mr. Hoperns: Very well. 

Q. Have yeu found out where that $3,000 was deposited that you claim you 
paid to your wife? A. No, I have not. 

Q. You were to find that out? A. No, you did not ask me. 

Q. I asked you yesterday about that $3,000 and you could not tell me about 
it definitely, and I asked you to find out and you said you would? A. Well, lL 
will go up to the Bank of Montreal and find out if possible. 

Q. I would like to find out what became of that $3,000 because the amount 
interests me? A. On the matter of the $5,000, since yesterday in thinking the 
matter over the ex-Manager, General Manager, will be able to tell you if he used 
that to pay for bonds in a terminal company down in' Pittsburgh or in an electric 
road somewhere between New York and Rochester, down in New York State. It 
just occurs to me that that was the urgency of that $5,000. 

Q. You thought that since yesterday? A. It just came to mind. 

Q. Did you learn that from Mr. Travers? A. I learned that from Mr. 
Travers at the time. . 

Q. And he told you that is what he was going to use it for? A. That is 
my memory of it. There was something said, and I think that is what the urgency 
of the money was for. 

Q. You did not know whether it was either in Pittsburgh or New York? A. 
Both were discussed, because he had asked me to put some money into the same 
thing and I said No, I know nothing of it. 

Q. And he was in such a hurry that you had to bring it back in bills? A. 
It was not a matter of such hurry, he wanted the money, and I do not know, he 
asked me to bring him the money— 

Q. Will you tell me who you paid to help this organization of the bank through 
out of your commissions? A. I paid no one. 

Q. Notwitstanding all these influential friends of yours you paid no one? A. 
No one, nor did not approach any influential friend to help anything through. 

Q. Did not hear of any payments made for services rendered in getting the 
certificate through? A. No, sir. 

Q. Can throw no light on any such payment? A. No, sir, I do not know; 
that $3,000, I think that doubtful cheque that was supposed to have gone to some 
of his personal friends was possibly used in the horse business here, a partnership 
that he had with Count Gregory. 

Q. Do you know about these things? A. I do not know, it was newspaper 
talk. : 
Q. I do not ask you about newspaper talk, I want to know what you know 
yourself? A. Nothing any further than he had a string of horses up here. 

Q. You need not draw a herring across the trail because nobody has suggested 
that, and if it is only newspaper talk it is not interesting? A. He had a string 
of horses about that time. | 

Q. If you will account for what you did with your $5,000 it will be quite 
sufficient? A. You have the ledger account and those papers that I got from 
the Traders Bank about the time and some time during 1908 for the purpose of the 
suit against Travers and the Bank. 

Q. I have got what? A. You have a copy of that. 

Q. I am asking you to find out what you did with the $3,000; the $3,000 
appears to be paid to somebody, I want you to account for it in some way that I 
can verify it? A. That was simply a transfer to another account; I will find it 
for you. - 

Q. I want you to bring me the evidence of that? A. I will find it for you. 
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W. R. TRAVERS, Recalled :— 


Mr. Hopeins: I asked you yesterday about the deposits in the beginning of 
1907 which were made and out of which apparently that so-called loan was paid 
back by April 8th, 1907; you began business on the 2nd January, 1907? A. We 
opened our doors for business then, although we were doing a little business a few 
days before that. 

Q. At that time what had you in actual money to begin with? <A. About 
$145,000—$150,000, $5,000 left in Ottawa. . 

Q. For the note circulation? A. Yes. 

Q. And you would have then about $145,000? A. In cash. 

Q. But out of that there had been several payments made; would not it 
have been nearer $75,000. Just look at that Traders Bank book (Exhibit 41) you 
see the end of December, 1906, shows only a small balance in the Traders of $264, 
but I think the $74,000 was chequed out into the Union Bank? A. It would be 
difficult to verify it from this unless you made an addition of the cheques at each 
date, but the book of the bank ought to show every dollar as it stood then; they 
had office books. 

Q. I have no doubt they will; but I should think you would have some idea 
as to what you had in cash when you opened your doors? A. I brought back 
$245,000; that would be $145,000 and the $100,000 that I had borrowed; then 
those cheques were drawn for the $80,000. 

Q. And then this $10,000 cheque and $5,000? A. There were several 
cheques drawn; I could not say exactly what the aggregate was. 

Q. What is that $50,000 towards the end there? A. Oh, I know what that 
is now I think; that was a transfer for a deposit receipt with the bank. 

Q. I see that $50,000 was payable to the Union Bank of Canada, and so was 
the $74,579? <A. Yes, that is the transfer of the account from one bank to the 
other. ; 

Q. That would make it about $125,000? A. $125,000 and $10,000 would 
be $135,000. 

Q. But that had been paid out; I am speaking of what you had in actual cash 
to begin business; it would look to me as if you had about $125,000? A. Deduct- 
ing the amount that was borrowed I should say I had more than that; we had 
borrowed money at our credit representing cash at that time. 

Q. That is a moot point; I think it was paid off and the cheques went 
through the bank and paid it off? A. There is no use denying the fact that I 
thought it was paid off too; it was a reversion of entries. 

Q. J want to ask you to be more definite than that; it would be about $125,- 
000? <A. J think it was more than that; there were some payments came in on 
the stock in the meantime. | 

Mr. CoMMISSIONER: He says he thinks it was about $145,000? A. Yes, I 
should say so. 

Mr. Hoperins: When did you begin dealing again with the Trusts & Guar- 
antee Company in the way of either deposits with them or money received from 
them by way of deposit? A. That ledger showed it here yesterday, 7th January, 
we made the first deposit with them. ; 

Q. What was the amount of that? <A. $3,655. 

Q. We went over that yesterday? A. Yes. 

Q. That is the deposit which began the account which ended on the 8th 
April, and was used to apparently pay off this so-called loan? A. ‘That account 
was started for the purpose of paying off that loan; that is my recollection. 

Q. That ends on the 8th April? A. Yes. 

Q. When did you begin again to deal with them; either depositing with them 
or they depositing with you? <A. I could not give you the exact date. 
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Q. Was it not the beginning of the following year? A. Some time elapsed: 
this ledger apparently has been transferred into another one; we will have to have 
that ledger. 

Q. What do you call that ledger? A. The Toronto Branch general ledger. 

Q. You had been doing a general banking business during 1907 A. Yes. 

Q. Had you had any need of money or did you find the cash capital you had 
sufficient to do business during that year? A. Yes, all the business that was 
offered us was not very much, we were able to take care of it. 

; Q. No stringency at all? A. No, I had money when the other banks were 
short. 

Q.  Durmg' 1907? | AL ¥es. 

Mr. CoMMISSIONER: Have you that other ledger? A. I heard them say 
one day when we were talking about that that the ledger was up in the Court 
House. 

Mr. Hopeins: Mr. Clarkson says he has never been able to get that since it 
was produced in connection with one of the trials, that it has apparently been mis- 
laid in somebody’s office. 

Mr. CoMMISSIONER: Where did you say you saw it? A. I overheard 
Detective Guthrie saying it was in some office there, that he had seen it. 

Q. At the City Hall? A. Yes. 

Mr. G. T. CLrarKson: It turned out to be the ledger of another bank. 

Mr. COMMISSIONER: To whom did Mr. Clarkson give it? 

Mr. G. T. CrarKson: The Crown Officers got it. 

Mr. Commissioner: What particular Crown Officer? 

Mr. CxuarKson: I cannot tell you that; I can ascertain that. 

Mr. CoMMISSIONER: I suppose you got a receipt for it? 

Mr. G. T. CrarKson: No, I do not think so. I think it was at the inception 
when they came down and got them; they were used at the trials and this ledger 
was seen at the trial. 
| Mr. Hopeins: I think if you would ask Mr. Clarkson or direct Mr. Clarkson 
to make enquiries and get that probably it would be done. It is so difficult to find 
anybody who is responsible that will take the trouble to look for it. 

Mr. CoMMIssIONER: It would be in the hands of Mr. Corley, would it not? 

Mr. G. T. CLarKson: Or the County Officials; it was seen on one of the 
trials; I think the trial of Mr. Warren before the County Judge, Judge Denton, I 
understand. We have got back all the rest of the books but not that ledger and 
nobody seems to know anything about it. The only points it will deal with parti- 
cularly are those concerning circulation. 

Mr. Hopcins: Would it assist you at all if you were told it was wanted for 
this Inquiry ? 

Mr. CrarKson: I think it would; I have done all I can but there does not 
seem to be any great activity to find it. 

Mr. CoMMISsIoNER: Who would be the Clerk at the trial before the County 
Judge? 

“hfe Hopeins: Some one from the office of the Clerk of the Peace, Mr. Irwin. 

Mr. ComMIssIonER: I think you had better write Mr. Irwin a letter. | 

Mr. G. T. Crarxson: It is the general ledger of the Toronto branch for 
1909 and 1910? 

Mr. Hopeins: You made a loan to the Trusts Company in December, 1907? 
A. Yes, I remember making a loan. ~— 

Q. That would be the first loan, resumption of business with them, would it 
not, after April, 1907? A. It may have been, I could not say for certain; I 
know there was a long time elapsed between paying off the loan. 

Q. Is it because you cannot find the ledger-that you say that? A. I know 
those are the facts but I cannot give you the exact time. 
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Q. Is that because you cannot find that ledger, Sh cannot see that ledger? 
A. No, I do not need the ledger to remember that. | 

Q. To get the date I mean? A. Yes. 

Q. Is not it there? A. December 16th, $25,000. 

Q. That would be the first, would it not, you had to do with the Trusts & 
Guarantee Company afterwards: % SA saa presume it was, I know it was a long 
time. | 

Apparently on December 16th, 190%, there is a deposit marked “ Deposit 
$25,000”; what does that indicate, is that a deposit-in your bank put to their 
credit? A. Put to their credit, yes. 

Q. And interest is credited up, is it? A. Yes, from time to time. 

Q. Does that mean that it is charged to them? "How does it appear in yous 
entry there? A. We credit them with- interest. 

Q. How do you explain that if you made the loan to them, how are you 
crediting them with interest? A. They left the money with us on deposit, to be 
drawn out as they required it, my recollection is. 

Q. What security did you get? A. I had a letter from them giving me an 
interest in some Canada Central Railway Bonds that they were floating at that 
time. 

Q. Giving you an Herein init? A. Yes, in proportion to the amount of 
our loan. of $25,000; I have forgotten the exact amount of the bonds, 

Q. You were advancing the money to buy those bonds and you got an interest 
in it for the bank? A. Yes. 

Q. Did you ever realize anything out of that interest? A. No. | 
Q. Why not? A. I do not think it turned out as profitable as they ex- 
pected. ariek 

Q. They did not put any of this money into it? A. I could not tell you 
what they put in; I only know what I let them have. 

Q. Did they make use of it—it does not look like it there? A. Yes, I am 
quite sure they drew the money out. 

e Q. On December 31st there was a balance to their credit of $25,000? A. 
es. | 

Q. It had not been used up to that time; where is the continuation of that 

account, is/it not here in this other ledger, page 62? A. I would not think so; 

there is no reference made here to it; possibly it is. 

Q. What does “44” on this ledger refer to? A. I do not know. 

Q. You understand these books, don’t you? A. Yes, but I cannot explain 
ae is not here to give me any information; that to me would look ee a new 

eposit. 

Q. That is J anuary 29th, 1909, you think there would be a new deposit by 
then? <A. That was in our Savings Bank Department. 

Q. That would indicate, if you had no further explanation, that on Decem- 
ber 31st they had a balance of $25,000 standing to their credit, and on January 
28th they had another $25,000, making $50,000 in all? A. That is the way it 
appears to me; it does not seem to me probable, but it may be so; we had the 
voucher for the closing out of that, and it must be on file. 

Q. It shows a balance, and it must be carried somewhere? A. It is either 
chequed out or carried over in here, but the records here do not show it. —wW. R. 
Travers. 

Q. That is the two dates do not tally? A. They do not tally. 


Q. Have you no other ledger that that would appear in; would that first 
$25,000 appear in the missing ledger? A. It was transferred over to the other 
ledger; the ledger that is missing will account for this $25,000; this one looks 
like a new transaction entirely. I know they put some special estate money in with 
me at that time. | vin 
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Q. What estate was it, was it the Hamilton Estate? A. Yes. 

Q. They deposited money with you for the Hamilton estate, and how long 
did that remain with you? A. I could not say, I should think a year probably. 

Q. Was it increasing? A. No, I think it remained stationary. 

Q. How much was it? A. I think about $50,000. 

Q. On that deposit did you allow interest? A. Yes, 4%. 

Q. Was it credited up and drawn? A. Credited to the account, my recol- 
lection is. 

\ Q. Did they draw on that Hamilton deposit account with you at all? A. 
No, not till they had closed out the estate, a long time after it was made. 

Q. That was two or three years? A. A couple of years, anyway. 

Q. Was there any of it on deposit at the time of the failure? A. I could 
not say if it was the Hamilton estate; we had a deposit before the failure with 
them of about $120,000. 

Q. That is when you failed their credit balance with you was about $120,000? 
A. Before the failure. 

Q. And was it at the failure? A. It had been transferred over into a 
loan; the deposit had been wiped out and it had been consolidated into a loan. 

Q. At the time of the failure it was in the shape of a loan? A. Yes. 

Q. Did that 4% arrangement continue right up till it was transferred over 
into a loan? A. My recollection is that it did. 

Q. And the loan bore what? A. 6%. 

e Q. It was made into a loan by them to the bank bearing 6% interest? A. 
es. 

Q. Was there any other account opened by them by way of deposit in the 
bank other than the Hamilton estate? A. Yes, they had a current account with 
us as well. ) 

Q. What was that called, Savings Bank? A. No, just an ordinary current 
account, chequing account. | 

Q. Was not there a savings account; was it not so called? A. There may 
be, but my recollection is it was just a current account to cheque against. 

Q- Was that fairly stationary too? A. No, we would have to refer to the 
books for that; I think that was active. 

Q. Aggregating much in the course of a year? A. I could not tell you; 
those books would not come under my eye from day to day; I saw the totals once 
a month; I could not tell you what was moving in them. 

Q. You began to deposit your own circulation with the Trusts & Guarantee 
Company? A. Yes. 

Q. How early did that begin? A. I think it was in the early part of 1908; 
in my examination before Judge Denton in that suit all those facts were brought 
out, verified by the books. 

Q. I will verify these by the books, but I want to get the general course of 
dealing from you; if it began about the beginning of 1908-it would be just about 
the same time as they made that $25,000 deposit? A. Yes, I should say so. 

Q. Just look at that page, 62, does that deposit of $25, 000 bear date Jan- 
ary, 1908.0or 1909?) A. + 1908: 

Q. Mr. Clarkson thinks that those books show differently from what you say? 

Mr. ComMissionER: I do.not understand when the bank was lending the 
Trusts & Guarantee Company $25,000 where that transaction appears; because 
this is a credit to them; they apparently handed the money back to be drawn out 
from the same bank or to stay in the Savings Bank; where is the debit to them 
of the $25,000; you lent them $25,000? <A. Yes, that was the first transaction. 


Q. Where is the debit of that to them? A. The debit appears in this book, 
as I understand it. 
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Q. Is not that a credit to them of the money, that is what I understood you 
to say? A. When we made the loan we had to credit their account with the 
$25,000; we charged our Loan Account with $25,000 and credited their account 
with $25,000 to draw against. 

Q. Surely if you loaned them $25,000 they owed it to you? <A. They 
owed it to us in the shape of a note. : 

Q. You had a note from them? A. Yes. 

Q. And that appears in another account? A. Yes, that is where I am 
confused here. | 

Q. ‘ What became of that note? A. That note was paid off in due course. 

Q. Was it just one wiped off the other; just a cross entry? A. No, the 
proceeds of the note went to their credit; they chequed that out, if I remember 
right, in $5,000 items. 

Q. Went into that account or into the current aceon? A. It went 
apparently in this account. 

Q. There is no chequing out that, as I inden it; it all remained until 
the end. 

Mr. Hoperns: That remained to the 31st December, 1907, and then Mr. 
Travers was unable to say just what became of that owing to the other ledger 
being missing. | 

Mr. COMMISSIONER: How did they pay the note? A. I think they paid 
it by a cheque on one of their own accounts. 

Mr. Hoperns: Mr. Clarkson tells me that it was transferred and carried as 
a Savings Bank deposit afterwards? A. This book would not carry that out. 

Q. I am not speaking of that, that is in 1909, that page 62; I am speaking 
now of 1908; he says that during 1908 it was carried in the Savings Bank Account. 

Mr. COMMISSIONER: Just as it was in 1907; that, as I understand, the book 
evidently is the Savings Bank? A. There was some change of accounts; it went 
out of one account into the other; I could not say what it was without the book. 

Mr. Hoperns: I am instructed it remained there till January, 1909; would 
that be right, according to your recollection? A. Yes, I would say so. 

Q. That was separate and distinct from the Hamilton deposit? A. Yes, 
that was a separate transaction. 

Q. And I find that on the end of January, 1909, that the Hamilton deposit 
was $25,000 and the Savings was $25,000, making a total of $50,000? <A. Yes, 
I should think that was about right. 

Q. You began depositing circulation early in 1908? A. That is what I said. 

QO... "7Fo what extent? A. $1,000 a day. 

Q. Kept up all through the year? A. Yes. 

Q. Sent it regularly? A. Every morning sent down $1,000 to go to our 
credit there. 

Q. There would be a total, according to these documents, on the 30th Jan- 
uary, 1909, of $33,500.of circulation that had been sent down; on the Hamilton 
and on the Savings you were paying 4%? A. Yes, that is my recollection. 

Q. What were they paying you on the circulation? A. They paid us 3% 
for a while, I don’t know how long, and then the interest ceased. 

Q. You had some arrangement with the company when you began deposit- 
ing the circulation? A. Yes. 

Q. Will any of the books show a payment of interest on circulation? A. 
Yes, the bank account with the Trusts Company will show the interest that we 
paid them. 

Q. How long would it have borne interest? A. I could not say Sradit 
it must have been a year. 


Q. Mr. ComMissIonER: Interest that you paid them? <A. No, interest 
they paid us; they credited our account with interest. 
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Mr. Hopains: With 83%? A: Yes. 

Q. And you were paying 4% on your deposit. Mr. Clarkson thinks you 
paid 3 on one and 4 on the savings? <A. Yes, I think that is right; I thought 
it was 4 on each one; the chequing account would be 3 and the savings account 4. 

Q. Is your recollection that you got interest on deposits of circulation from 
the beginning for a year or till when you commenced to make what is called the 
Special Circulation Deposit? . A. I could not answer that; the books will have 
to show that. - 

Q. You can tell us who you made the arrangement with? A. I made the 
arrangement with Mr. Warren. 

Q. Regarding the deposits of circulation? <A. Yes. 

Q. They had a deposit with you; what did you deposit your circulation with 
them for? A. For the purpose of getting it out; they were paying out money 
over their counter every day and it was an advantage for us to use our bills. 

Q. Why did you not pay it out yourself? A. We had not the chance; we 
had not the customers to pay it out to; you cannot give it away. 

Q. You cannot? A. I mean you cannot shovel it out without something 
to return for it. 

Q. You could not have been doing a very large business? A. We were 
rot doing a very large business, no. 

Q. During 1908; you made up your mind you would get circulation out 
anyway in the beginning of 1908? <A. Yes. 

Q. Just tell us what made you introduce the matter to Mr. Warren, because 
it is a little unusual? A. Not a bit; it is a very general thing all over the 
country ; formerly they did it through private bankers. 

Q. Depositing circulation? A. Of having somebody put out your circula- 
_ tion for you. 

Q. Did they do that in the bank you were connected with? <A. Yes. 

Q. Whose certificate you hold? A. Yes; they have their circulation paid 
out by other banks sometimes and by private bankers. 

Q. I suppose you will agree with me that unless you get interest on it it 
would be no benefit to you? A. Yes, it would; the bills would be worth 5% 
interest to the bank all the time they are out. 

Q. Tell us what the arrangement was with Mr. Warren? A. The arrange- 
ment with Mr. Warren was that in order to assist me in getting the bank circula- 
tion out that he would pay out over his counter, for cheques drawn upon his insti- 
tution and for which the money would remain at our credit, that we would not 
draw on him for that money, he would allow us 3% on it; I think it was 3%, 
I am not quite sure; it might have been 214%. 

Q. He would allow you whatever you put in 314 on, whatever you put in as 
circulation, irrespective of whether he paid it out or not? <A. Yes. 

Q. Is that the arrangement? A. Yes, that was the arrangement. 

Q. That if you deposited $1,000 a day? A. He passed it to our credit 
the same as if it was gold went in there. 

Q. That would be in round numbers $25, 000 a month; you would be getting 
3% interest on that $25,000? A. Yes, that is my recollection. 

Q. There is no trace of interest on it in the bank book; did you say it began 
with interest being paid upon it? A. Yes, that is my recollection. 

Q. Why was the payment of interest discontinued? A. It was discon- 
tinued, my recollection is, after about a year. Mr. Warren thought that the ac- 
commodation that he was giving us was sufficient without paying interest. 

Q. What accommodation was he giving you? A. When we were short in 
the Clearing House for gold he would give us his cheque on the Bank of Montreal 
and let us get gold for it. 

Q. For nothing? A. Yes. 
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Q. Just go down and ask him for a cheque and he would give an a cheque? 
A. Yes, he gave me a cheque several times. 

Q. Irrespective of the state of the accounts? A. No, in route to our 
balance there. 

Q. Your balance of circulation? A. It was circulation we deposited, yes ; 
but that was cash; we had to redeem the circulation. 

Qs. am, asking you whether you meant it was in addition to your circula- 
tion deposit? A. For deposit circulation and otherwise. 

Q.. Because you know they had a deposit with you, very large sums? A. Yes. 

Q. And if you set one off against the other there would not be much balance 
to your credit? A. At times like that when we needed money one was not set 
off against the other. 

Q. It was, however, arranged that they were to be kept pretty well even? 
A. That was the understanding without any arrangement. | 

Q. That is, that they would deposit with you this Savings Bank and the 
Hamilton estate and you would keep them supplied with circulation about to 
balance it? A. We would keep our balance up with them about the same Pear 
as near as possible. 

Q. And you would pay 4% and 3% on what you owed them, and they 
would pay 3 on what they owed you in the way of circulation? A. Yes, that. 
is my recollection. 3 

Q. In other words, this circulation was treated as a debt from them to 
you? <A. Circulation was treated as a deposit the same as any other person 
would go and make a deposit. 

Q. A debt to you? A. Yes. ae 

Q. Could you get it at any time? A. Yes, we could draw any time, al- 
though there was an understanding between Mr. Warren and myself that we 
would not draw suddenly on them for it. 

Q. You say it was a benefit to you? A. Yes. ; 

Q. What benefit would it be, outside of whatever interest you got from it? 
A. The benefit was as long as those bills were in the pockets of the people it 
was worth 5% to the bank. 

Q. I would like to understand why? A. Simply because they were free 
deposits; circulation of the bank means free deposits, it costs us nothing except the 
printing of them. 

Q. If you give it to the Trusts Company? ~-A. They paid out the circula- 
tion to the people over the counter. 

Q. You gave them to the Trusts Company and they paid you 3%, they would 
reap all the benefit of the circulation? It would be the same as any person else 
depositing with them, they would allow their regular customers 3% on their. depo- 
sits; ours was no different; we were depositing cash with them. 

Q. And you were getting interest on your deposits? A. We were. - 

Q. You cannot pretend you got any benefit from the circulation, you trans- 
ferred that benefit to them? A. I certainly did get benefit; no banker can 
deny the fact that his circulation is a valuable asset to him, valuable profit. 

Q. If he issues it? A. We did issue it. 

Q. Hither for a loan or in case of some deposit in the bank; but you would 
not for a moment say if a banker took circulation and gave it to somebody who 
would then pay his own debts with it that that would be any benefit to the bank? 
A. It certainly would; they paid it out for us and left the money at our credit, 
and that credit showed in our statements as cash reserve on hand. 

Q. That is not benefit from circulation? A. Yes, it is. 


Q. It is benefit from having put something into the bank? A. When they 
paid this circulation over the counter it was a profit to the bank. | 
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-.Q. I fail to see it? A. Because you do not understand the business, If 
vou get a note in your pocket of $1,000 for which you pay no interest on it, you 
are making money on it, are you not? 

Q. I thought they were paying you interest for this? A. Yes. 

Mr. CoMMIsIONER: But you see he used paper not bearing any interest, he 
used it as money? A. Yes. 

Mr. Hoperns: He did not use it as money. 

Mr. COMMISSIONER: Yes, he deposited it as cash with the bank; they took 
it as cash, and that was non-interest bearing paper. 

Mr. Hoperns: Eliminate the question of interest on that, what possible bene- 
fit does it do to the bank to deposit its circulation with anybody? I quite under- 
stand if I had $1,000 to my credit, and get circulation from the bank and use that 
around that is benefit to the bank; but it is no benefit to me if you give it to me 
and I do not owe you anything? A. If you take a thousand dollars of bank bills 
and keep them in your pocket, I have a thousand dollars to loan to somebody at 
6%. 

Q. Why? A. I have that thousand dollars. 

Q. What thousand—the thousand dollars that you have given me? A. Yes, 

Q. Not unless I owe it to you, if I have given you a note for it? A. I 
got a note from the Trusts Company in the shape of a pass book. 

Mr. Commisstoner: This is academic; apparently you cannot convince him. 

Mr. Hopeins: I fail to see how you can use your circulation handed to 
somebody else to pay their debts with and pretend that the bank was getting the 
benefit of it by circulation. 

Mr. COMMISSIONER: It seems to me very plain, as it seems to the witness? 
A. It is hard to explain these things to a man who does not understand banking. 

Mr. Hopeins: You are the man who understood banking and look where 

the bank landed? A. It is a pity I had not had you for a solicitor. 

! Q. I do not find that other banks in good standing give their circulation 
to other people to pay their debts with? A. They certainly do not give it away; 
but, take a private bank, they will give the bank a note for ten thousand dollars 
and they will take the bank’s circulation out and pay it over the counter to their 
customers, and all the time while that circulation is not called upon, while the 
bank is not called upon to reduce its reserve by paying it back or clearing it, it 
is worth 5%. 

Q. You had no circulation from the Trusts & Guarantee Company? A. | 
certainly did; I got a bank deposit. 

Q. That is the benefit you are speaking of, not the benefit of circulation ? 
A. And the benefit of circulation. 

Q. I see benefit in one way? A. We got two benefits from it; it was all 
one sided as far as we were concerned. 
| Q. Let us take a concrete case, because I have not been able to understand 

this method of banking; take the case of a thousand dollars, you deposit that cir- 
culation of a thousand dollars with them? <A. Yes. 

Q.. What benefit, apart from their circulating, did you get from that? A. 
IT will tell you in a few words; they place that thousand dollars to my credit, which 
is equal to a thousand dollars in gold, if I needed it. 

Q. Why? A. Because I could draw upon them for it if I needed it. 

Q. That is you could get it back? 

Mr. COMMISSIONER: Get the money. 

Mr. Hopains: Yes? A. I could then take one thousand dollars om of my 
gold reserve and loan it to you if you came in; and if I had not that thousand 
‘dollars down there I could not do it. 


Q. Why? <A. Because good banking you are supposed to keep a certain 
amount of cash on hand, and I would not wish to deplete the amount; you might. 
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come in for a loan and I cannot give you money; we cannot go any lower; but if I 
had one thousand dollars deposit in circulation down there if they would pay me it 
I could reduce my reserve to the extent of those deposits. 

Q. You mean you had a bank book showing you had a thousand dollars on 
deposit there, and you could use it in a bank statement? A. Yes, I could use it, 
because I could draw it any time I wanted. 

Mr. Commissioner: Not in the bank statement, he could use it in money. 

Mr. Hoperns: I think it is playing upon words. 

Mr. CoMMISSIONER: You could draw a cheque upon it? A. Do you mean 
to say if you have a thousand dollars in your bank book it is not worth anything to 
you? 

Mr. Hoperns: If he has had a thousand dollars on deposit he can get that 
back from the Trusts & Guarantee Company. 

Mr. CoMMISSIONER: He does not get back circulation, he gets money? A. 
No, I get cash. 

Mr. Hopains: Was the eee a that you were to get back money? A. 
Whenever I needed it. 

Q. You were to get money instead of circulation? A. Actually get gold 
from the Bank of Montreal for it. 

Q. You will agree with me this far that the Trusts & Guarantee Company 
might have kept that in their vaults and not circulated, and you would have had 
that benefit? A. Just the same. 

Q. Then what benefit did you get by their circulating? A. Because I had 
not to redeem it until it reached the Clearing House, and as long as it was so it 
was a free deposit to me. 

Q. If they had not circulated at all? A. Just the same we would have the 
money there to draw if they dia not pay it out, it made no difference to us whether 
it was in their pocket or yours. 

Q. If they did not circulate it you gained no benefit in that way? A. It 
made no difference to us. 

Q. It made no difference whether they circulated it or not? A. No | 

Q. Would it not come back if they circulated it? A. Yes, we would have 
to meet it through the Clearing House. 

Q. If they did not circulate it—you got no benefit by their circulating it—? 
A. Yes. 

Q. What benefit did you get? A. Advertised the bank for one thing, kept 
our bills circulating around. It would be better for us if they had locked it up in 
the vault. 

Q. I do not see how the getting of your circulation out was a benefit to the 
bank? <A. It was a benefit to the bank; it did not make any difference whether 
it was in their vault or in your pocket. 

Mr. COMMISSIONER: It was to their interest to get it out. 

- Mr. Hoperns: Whose interest 

Mr. Commiss1onER: The Trusts & Guarantee Company. 

Mr. Hopeins: It was not to the Bank’s interest to get it out A. Yes. 

Q. We will have to leave it that way; I still think I am right? A. You 
will have to argue stronger than that to change me. 

Q. Did you pay it out? A. They used to pay it out regularly every day as 
far as I know. i 

Q. It used to keep coming back to you? A. A certain amount of it; the 
life of a bill is five weeks. 

Q. You had to pay it? A. Through the Clearing House. 

Q. And still the amount remained to your credit that you had deposited ? 
A. If we had the funds on hand we would not disturb that account, if we had not 
we would go down to them and get a cheque on the Bank of Montreal and get some 
gold. 
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Q. Did you always do that, get gold? A. The same thing. 

Q. Or get their cheque? A. Just the same thing. 

Q. Will you say you did that continuously? A. We frequently did it. 

Q. What was the usual course, to get back circulation? A. No, we never 
took the circulation back. 

Q. What did you get then? A. I told you, I cannot make it any plainer; 
I got a cheque on the Bank of Montreal, which was gold. 

Q. That was the invariable course? A, Always when they paid us the 
money they gave us a cheque on’ the Bank of Montreal. 

198 You never got circulation? A. Never got circulation back from them. 

Q. Atanytime? <A. Not that I remember, never got a, dollar’s worth back. 

Q. Do you still say that the interest ceased upon the deposit of circulation 
about the end of the year? A. I do not know; you will have to look at the books. 

‘Q. About the end of the year? A. It ceased at some time; the books will 
speak for themselves. 

Q. From that time on you got no interest on the circulation? A. I do not 
remember. 

Q. But you still paid interest on the deposit? A. I think so. 

Q. There is no doubt about that? A. The books will speak for themselves. 
I cannot remember those dates. 

Q. The account went on in 1909, went on during 1909 and 1910, didn’t it? 
A. I believe it went on up to shortly before the bank failed. 

Q. Then you would be paying interest on the total amount of the Hamilton 
Estate and the Savings? <A. Yes. 

Q. If the accounts were set off against one another the balance would be com- 
paratively small, would it not? A. That is my recollection, yes. 

Q. Why was the interest discounted on the circulation? A. I explained 
that to you a little while ago. 

, Q. Would you mind giving it to me again? A. I told you Mr. Warren 
thought it was one sided, and I did too, and we.stopped it. 

Q. What was one sided? A. Paying us interest on the deposit, and paying 
out our circulation made it one sided. 

Q. Was not that a benefit to the Trusts & Guarantee Company to pay out 
your circulation? A. No. What benefit to them? ‘They could pay out Bank of 
Montreal bills. 

Q. Was it a benefit to them? A. Not to have our circulation, not a dollar 
except for the deposit at the credit. 

Q. They had this circulation deposited by you at regular intervals, and Ma 
could use that to pay their own debts. 

Q. And they thought that benefit was not worth paying you interest upon? 
A. Yes. 

Q. Do you say so far as the books are concerned throughout it would show a 
balance in the Savings and in the Hamilton Estate and a debt in the circulation 
accounts? A. I suppose the books will speak for themselves. 

Q. There was no withdrawal from the circulation account was there? A. I 
do not remember; the books will speak for themselves; I think we did draw prac- 
tically as I said before, when we were short we drew on them and they never made 
any objection. 

Q. That was by sending a cheque on the Trusts & Guarantee Company, and 
they would give you a cheque on the Bank of Montreal? A. Yes. 

Q. In those cases they would be charged against the circulation account? A. 
Yes, that is what I recollect. 


Q. The interest would amount to a very large sum on the daily balance if the 
total in circulation account was set off against the deposits they had with you; you 
realized that, did not you? A. I did not quite catch what you said. 
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Q. The interest on the daily balance as between the two accounts would 
amount to a very large rate? A. It would amount to a certain amount of money, 
the average balance there. 

Q. The average would be three and a half per cent., and on the total in the 
Savings and Hamilton Estate it ran up something like at one time to over two 
hundred thousand dollars; whereas the circulation account ran up to one hundred 
and twenty thousand; there is one case they ran up to over two hundred and 
eighteen thousand dollars; what was the object of keeping that up all the time; 
there must have come a time in the history of the bank when you had business 
enough to do it if you were doing a legitimate business, to want all your circula- 
tion? No, we were not; we were falling behind. 

Q. Was the reason that the cash had been so depleted in one way or another 
by investments that the bank had made? A. Yes. 

,Q. Such as the Keeley mine, and others? <A. Yes. 

Q. When did that state of affairs intervene and make it necessary to continue 
this deposit of circulation? A. During the last year of the bank’s existence, 
more particularly, than otherwise. 

Q. That would be 1910? A. Yes. 

Q. I understood from the evidence given on some of the other occasions that 
the Trusts & Guarantee Company made objections from time to time to giving you 
cheques when you sent down for money on the ground that the two accounts, their 
deposits and your circulation deposit with them, were to be kept about even, and 
that they did not want to part with the money, and that you had to go down several 
times and straighten it out with Mr. Warren? A. Yes, I had to go down several 
times to get a cheque for the money. 

Q. And put it on personal grounds with him owing to the understanding? 
A. No, I do not know that that was exactly put that way. Mr. Warren would 
want to know why we were drawing so freely; usually people carrying deposits 
with other people want to have some warning before they are drawn out, and we 
would drop on him suddenly and one of his officers would object, and as soon as I 
would hear of the objection I would go down and see Mr. Warren and explain ~ 
matters and it would pass through. 

Q. What explanation would you offer him? A. I could not tell you now, 
probably the withdrawal at some branch suddenly, a sudden withdrawal of money 
that we would require to mest, I would get notice from the branch that they had 
issued settlement cheque on Toronto for a certain amount of money, I would know 
I would be short in the Clearing House next day. 

- Q. He must have realized that keeping this sort of thing up meant ‘the bank 
was in poor condition? A. I could not say that; Mr. Warren had confidence 
in me. | 

Q. You realized it? A. I realized we were sailing against danger, and 
could not help realizing it. 

Q. Did you not tell him so? <A. No, I did not see any chance for him 
losing anything. 

Q. What loans were made by the Trusts Company to you during the pendency 
of this arrangement? A. At what time do you speak? 

Q. You began depositing circulation in 1908, and they began depositing with 
you in 1909? <A. Yes, the first loan I made with them was $75,000, I do not 
remember the date of it, on the security of $120,000 of the American Piano Com- 
pany. The next loan was for $100,000 on the security of the Keeley mine bonds; 
and then that was all consolidated into a new loan of $295,000 or $300,000. 

Q. Isee I was in error; it was in December, 1908, that the deposit account ‘in 
the bank by the Trusts Company began, and it was not until January, 1909, that 
you deposited circulation. I put the dates the other way. I am instructed by the 
liquidator that no interest was received on the circulation except on what is called 
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the special circulation account, which was an additional one to the circulation 
account, that except on that account no interest was received on circulation? A. 
The liquidator j is a very careful and correct man, and if he finds this state of affairs 
in the books I am not prepared to contradict that; but my recollection is we were 
getting interest and it may be some fault of the branch office in not collecting it. 

Q. What branch office was this done in? A. ‘Toronto branch. 

Q. Who was the manager? A. I had several managers during that time. 

Q. Who did you put it down as being the fault of ? A. Ido not say it was 
the fault of anybody; I say it might have been. 

Q. I suppose from the standpoint of statements to the Government you would 
use what appeared in the Bank’s books and the Trusts & Guarantee Company’s books 
as indicating you had a large deposit with the Trusts? A. ‘We would enter it 
under item 29, which says, “ Other assets not included in the foregoing heads”, and 
at the bottom of the statement I would make a memorandum, “ This includes eighty 
thousand dollars”, or whatever the amount might have been deposited with the 
Trusts Company; that was in accordance with instructions I got from Ottawa, if 
my recollection is right, when I first wrote them about it. 

Q. That is with regard to that reversed entry; but I am speaking of the 
circulation which commenced in 1909, and which crept up at fhe rate of a thousand 
dollars a month, would you show the aggregate of that from time to time as being 
among the deposits of the bank? A. As I explained before, circulation went to 
our credit, and whatever balance was there was used with the Government to show 
a reserve. 

Q. When you say balance you mean whatever total that circulation account 
showed? A. The balance at our credit. 

Q. Not the balance between the two accounts? A. No, the money they had 
with us we showed as deposits. 

Q. The loan was seventy-five thousand dollars; on what security was that 
taken? A. The American Piano Company stock, 1,200 shares, $120,000 worth. 
| Q. What was the reason why that loan was made? A. It was the with- 
drawal of our deposits at that time, [ cannot say just where it was. 

Q. From where? A. I think it was from Haileybury; the Menaeer there 
went over to another bank and carried away some fifty or sixty. thousand dollars of 
our deposits with him. 

Q. You mean he transferred them to another bank? A. He had the people 
transfer them. | 

Q. It was not a case of defalcation? A. No, simply transferring. 

Q. Withdrawal of business? A. Yes. 

Q. At that time you had about one hundred and twenty-three thousand dollars 
of deposit with the Trusts Company? A. Yes. 

Q. Why did it become necessary to make a loan? A. Because I had drawn 
the seventy-five thousand dollars out of my deposit, the cash reserve would have 
been depleted that amount, and it would not look well. 

Q. This $123,000 was treated then as part of your cash reserve? A. Yes. 

Q. They lent you seventy-five thousand dollars, did they put that to your 
credit? <A. Yes. 

Q. Inactual money? A. Actual money. 

Q. You owed them at that time on their deposit account about one hundred 
and seventy-two thousand dollars? A. Very likely. 

Q. Which would make it altogether about $247,000? A. If that is the 
state of the books it must be right. 

Q. Where did you get this one hundred and twenty thousand dollars of Amer- 
ican Piano Company’s stock? A. I exchanged it for stock in the bank. 

Q. That is known as the Tevis—? A. Yes, the Tevis-Knabe transaction. 


Q. At all events you had this $120,000 piano stock and you pledged it to 
enemies x WA?) Yes: 
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And did you agree to pay interest on that? A. Yes. 

At what rate? <A. Six per cent I think. . 

That was about the 4th February, 1910? <A. Very likely. 

The same year that the bank failed? <A. Very likely. 

Who did you arrange that loan with? A. Mr. Warren. 

Did you explain the situation of the bank at that time? A. No, I 
explained the situation of why I needed the money only. 

Q. What was your explanation? <A. AsI told you a few minutes ago, there 
were withdrawals from our branch if { remember right at Haileybury. 

Q. You explained that to him? A. Yes. 

Q. And told him you wanted this put in the shape of a loan ? A. Placed to 
our credit, yes. 

Q. Why did you not draw the amount from the circulation account that you 
had on deposit? A. I have just explained that to you; I cannot make it any 
clearer. 

Q. If you had drawn a cheque on it for seventy-five thousand dollars they 
would have honored it, would not they? <A. Yes. 

Q. That would have been just as good to you as making a loan? <A. No, 
my balance at the end of the month of available assets would have been reduced to 
too low a figure altogether; it was only a question of selling that stock or making 
a loan on it. 

Q. The result, however, would be misleading to an outsider? A. I do not 
think so. 

Q. When was the next loan made? A. If I remember right it was in 
July of 1910. 

Q. Was it notin April? A. The one hundred thousand? 

Q. The next loan? A. I do not think so. 

Q. Was not that the case of a deposit receipt being issued, four per cent, for 
$120,000? A. That was a cross entry in the books; that is the deposit of the 
Trusts Company with us. . 

Q. What was the occasion of that? A. I could not answer that; they 
wished to have it transferred from one account to the other; I saw no objection 
to it. 

Q. I am instructed Mr. Warren was leaving for the West and wanted to put 
the indebtedness of the bank into a different shape? A. Yes, I remember some- 
thing about that. 

. And you had in the savings account and the Hamilton account some 
$123,000? <A. Yes, very likely. 

Q. And that for that or for the largest part of it you issued a deposit receipt ? 
Doe) C8: 

Q. What was the object of that as explained by Mr. Warren? A. The 
deposits as they stood then were subject to call; the deposit after we issued the 
deposit receipt was subject to fifteen days notice, it was an advantage to the bank 
to have them in that shape. 

Q. It was not Mr. Warren’s suggestion? A. I cannot say whether it was 
Mr. Warren’s suggestion entirely. 

Q. What would you say? A. It may have been mine, knowing he was going 
away and not knowing who would have the say down there regarding the with- 
drawal of the deposit, very likely it was mine—I do not know what Mr. Warren 
says on that point, but I would not lke to contradict him. 

Q. It would seem to me rather a dangerous thing to go to a manager of a 
Trust Company and say to him, “ Now, you are going away, and I do not want 
this deposit suddenly withdrawn”? A. I do not think so at all; every banker 
is sensitive about his deposits, and naturally would take every means he could to 
prevent their being taken away from him, withdrawn. 


‘QOLLLO 
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Q. These had been with you a very long time on this same arrangement that 
you speak of? A. Yes; if you had ten thousand dollars in the bank, and the 
banker heard you were going to take it off somewhere else and he called on you 
and begged of you to leave it there, you would not think the bank was wrong, 
would you? 

Q. J am not saying you are wrong; I want to get the point of view? A. 
The point of view was a change of the deposit from being payable without notice 
to being paid after notice. 

Q. And the deposit baaE was issued for the $120,000? A. I believe it 
was. | 

Q. And handed to Mr. Warren? A. Or some clerk that called for it. 

Q. It was arranged with Mr. Warren, anyway? A. Yes. 

Q. Did he inquire as to the condition of the bank? A. He never inquired 
as to the condition of the bank from start to finish; I do not think he ever doubted 
it. 

Q. He must have had some of your optimism? A. Very likely he did; it 
was a good thing he had in one way, and a bad thing in another. 

Q. You had become good personal friends by this time? A. We were good 
friends always. : 

Q. Then how long was Mr. Warren away? I could not say how long. 

Q. Was he away for the summer? <A. He was away for a few months. 

Q. Any length of time? A. I do not remember, I did not keep track of it. 

Q. What was being done with your circulation during that time, was it being 
deposited ? A. Yes; my recollection is we went on depositing the same as usual. 

Q. Was it being withdrawn, did you have any sudden calls that you had to 
send down cheques to the company while he was away? <A. We had calls on- 
our deposits, yes. 

Q. Had you to send cheques down to the company? A. Yes. 

Q. Was there any difficulty then? A. Sometimes. 

Q. Who was making difficulty? A. I understood Mr. Morden, the new 
manager. 

Q. He was acting in Mr. Warren’s place? <A. Yes. 

Q. And who else, did you see any one else but him during that time? A. 
No, I do not think I ever had any business with anybody else there. 

Q. Had you to go down and persuade Mr. Morden to allow you to withdraw? 
Ae Yes. | 

What was his reason for objecting? . A. If I remember right, he took the 
ground that we should not withdraw our balance if they did not withdraw theirs 
from us; in other words, they should be kept at the same level. 

Q. So that from their point of view they were doing you a favor in cashing 
a cheque? A. They were. 

Q. But they did it, nevertheless? A. Yes. 

Q. When did trouble begin down at the Lindsay Branch of the-bank? A. 
It would be, I think, in July, 1910. 

Qs + Had. Warren returned? A. Warren was at home at that time. 

Q. Did you inform him of the situation created by the Lindsay trouble? A. 
I did. 

Q. And the bank would have to look to the company for assistance? A. I 
did. 

Q. That would be in July, 1910? A. I believe so. 

The state of affairs at that time was that there was the American Piano 
Company’ s stock put up as security for the amount that was due represented partly 
by a deposit receipt? A. Seventy-five thousand dollars; we followed the usual 
custom when securities are deposited that way, collateral security, one loan to make 
them run with the others— 
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Q. Would that mean American Piano Company’s stock had been made col- 
lateral with the deposit receipt for one hundred and twenty thousand dollars? 
A. No, it had nothing to do with that whatever. 

Q. It would only stand for the $75,000? A. For the seventy-five thou- 
sand dollars, and whatever the clause in the document was worth covering any 
other debts. 

Q. There was no new hypothecation made of the piano stock at the time 
the deposit receipt was issued? <A. No. 

Q. What was the result of your informing Mr. Warren of the state of af- 
fairs? A. They loaned me one hundred thousand dollars. 

Q. In addition to what you already owed them? A. Yes. 

Q. On what? A. On the bonds of the Keeley mine. 

Q. How many bonds of the Keeley mine? A. One million dollars, the 
bonds were. 

Q. Who was the holder of these bonds? A. They were held by the bank 
as collateral. 

Q. What other security? A. Nothing at that time. 

~Q. What bonus was given? A. No bonus. 

Q. None at all at that time? A. Not at that time. 

Q. Was there any stock given as security? A. I think it was after the 
loan had gone to our credit. 

Q. Immediately after or some time after? A. It seems to me it was twenty 
or thirty days after. 

Q. Had it any connection with the loan? A. Yes. é 

Q. What connection had it? A. I have to take back something I said. 
You asked me if I had seen anybody else at that time. 

Q. Yes? A. I had spoken to Mr. Stratton; I had been up to Peterborough 
one Sunday and had a conversation with him; that was the origin of the stock 
of the Keeley mine that you are referring to I suppose being transferred ? 

Q. Yes; you saw Mr. Stratton before this hundred thousand-dollar loan? A. 
I would have to-see the date the loan was made; it seems to me, as far as I can 
recollect, it was about that time. If my memory is right, Mr. Warren had advanced 
me a certain amount and wished to have it confirmed by Mr. Stratton. 

Q. In consequence of that, you saw Mr. Stratton? A. I went to Mr. Strat- 
ton’s house one Sunday; I think it was in July. 

Q. The loan went through? A. Yes. 

Q. The security being a million dollars of bonds of the Keeley mine? A. 
Yes. 

Q. In addition, anything else? A. We transferred twenty-five thousand 
dollars of the Keeley mine stock to Mr. Stockdale in trust as a bonus, and fifty 
thousand dollars to Mr. Stratton in trust, as I understood it, as an additional 
security. 

Q. Who is Mr. Stockdale? A. He is local manager of the Trusts Company. 

Q. You speak of that as being a bonus? A. Yes, a bonus on the one hun- 
dred thousand dollars; I was wrong, it had not come to my mind at the time you 
asked me first; I was thinking of the cash bonus. 

Q. Bonus to whom? A. Bonus to the Trusts Company. 

Q. What was the fifty thousand dollars of stock to Mr. Stratton? A. Mr. 
Stratton suggested that being down as an additional security. 

Q. For whom? A. J do not know who it was for, it was in trust; it was 
not explained to me; it was in his name in trust. * 

Q. And the bonds of the Keeley mine were put into whose name? A. They 
were hypothecated to the Trusts Company. 

Q. Why was the difference made between the bonds and the fifty thousand 
of stock, one put in the name of the company and the other Mr. Stratton’s name 
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in trust? A. The bonds were issued in the usual course to secure the bank, and 
the bank— 

Q. Secure the company? A. Well, they were issued to secure the bank 
for the bank’s loans, that is as originally issued. 

Q. Why in dealing with the Trusts Company was the million dollars of bonds 
put in the name of the Trusts Company, and the fifty thousand dollars of stock 
in the name of Mr. Stratton? A. Stock and bonds in the company, as you 
ought to know are two different things altogether; the stock is very little use until 
the bonds are paid off. 

Q. I am asking why one was put in one name and another in the other? 
A. Bonds were issued for the purpose of protecting the bank, and when the bank 
needed money it transferred them to the Trusts Company as security. 

Q. If this fifty thousand was additional security, why was it put in a dif- 
ferent name? A. I cannot answer it. 

Q. Did it originate out of your talk with Mr. Stratton? A. Yes, it 
originated that way; he suggested it and I did it. 

Q. Was that part of your arrangement with Warren? A. No, he never 
suggested it. 

Q. What became of this stock? A. I do not know; I heard it was trans- 
ferred back to the liquidator. 

Mr. G. T. Crarxson: No, but it will be if I want it transferred; it is in 
the same position still. 

Mr. Hoperns: That provided you with one hundred thousand dollars? A. 
Yes. 

Q. How was that paid to you? A. By cheques on the Bank of Montreal 
for which we got gold. 

Q. To the full amount? A. T believe we withdrew every dollar of it. 

Q. Would that apply to the previous seventy-five thousand dollars? A. Yes. 
| Q. That would be $175,000 which they gave you as equivalent to gold and 
in your own circulation? A. We never got any of our circulation for that; I 
keep telling you that from time to time. 

Q. Did you get further assistance from them? A. Yes, we got further 
assistance from them. 

Q. In what shape? A. We deposited larger sums of oui circulation after 
that, and they gave us a cheque on the Bank of Montreal in return for it. 

Oras ahae an isolated case? <A. Yes. 

Q. What was the amount of that? A. I could not tell you, sometimes it 
was five and sometimes ten thousand dollars; I could not tell you exact. 

Q. ‘What months was this in? A. I should say the last few months prior 
to the bank’s failure. 

Q. It failed what date in December? A. The 19th December, 1910. 

Q. During August and September, were you still depositing circulation? 
A. Yes. 

Q. You largely increased the amount per day? A. Yes, we did, so I should 
say; we made two deposits if I remember right; we deposited the usual thousand 
and then we would deposit occasionally a larger amount. 

Mr. Commissioner: In another account? A. No, sir, the same account. 

Mr. Hoperns: What use did you make of that, getting cheques from them? 
A. Got gold for it. . 

Q. Would the two balance each other during that period ? A. My recollec- 
tion is that those transactions one offset the other. 

Q. Any objection from the Trusts Company? A. Mr. Morden, if it was 
during his time, I think it was some of it was done, he objected to it. 

Q. With what result? A. Without any particular result; it never ended in 
their stopping us; they still continued to assist us that way up to the very last. 
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Q.. You had to overcome Mr. Morden’s objections; how did you do it? A. 
I think they overcame themselves; I think he saw it was reasonable to help us. 

Q. You did not have to see anybody? <A. No. 

Q. Did you not see Mr. Warren or Mr. Stratton? A. Later on just 
before the bank failed I did. 

Q. That would be in October, would it; I am told it was October 26th, 1910, 
that you made a new loan, or thereabouts, the final loan? A. Of how much? 

Q. Did you never make a loan subsequent to that one hundred thousand dol- 
lars? A. I consolidated all the loans together including the deposit that they 
had with us. : 

Q, Was I right in mentioning that as the end of October? A. I would 
think so. | 

Q. Who did you negotiate that loan with? A. I negotiated that loan with 
Mr. Morden, Mr. Stratton and Mr. Matthew Wilson, of Chatham. 

Q. Was that consolidation brought about by any pressure from the Trusts 
Company? A. Yes; Mr. Morden, if I remember rightly, he either sent us word 
verbally or wrote to us that he wished to withdraw the one hundred and twenty 
thousand dollars. 

Q. Gave you fifteen days notice? A. Gave us ne 

Q. And that brought about? A. That brought about the consolidation. 

Q. What form othe it take? A. The consolidation ? 

Q. Yes. A. We gave them a new note for two hundred and ninety-five 
thousand dollars, if I recollect, I am not sure whether it was two hundred and 
ninety-five thousand dollars or ‘three hundréd thousand, I think it was two hundred 
and ninety-five thousand, and they put that to our credit and we chequed out and 
paid off the old loans with that. 

Q. What security did you give them for that? A. I gave them all they had 
previously and farmers’ notes and others of the bank that the bank had under dis- 
count, I do not remember the amount, it was a large amount though. . 

Q. That would be the Keeley mine’s bonds one million dollars? A Ses: 

Q. The American Piano Company stock one hundred and twenty thousand 
dollars? A. Yes. 

Q. And then I am instructed that it was one hundred and eight thousand 
dollars of farmers’ notes? <A. Yes, all of that. 

Q. They still were to the fore, these farmers’ notes? A. Not the same 
notes at all. | 

Q. More farmers? A. Those were notes for money we had loaned to 
farmers to buy sheep and cattle and hogs and other things. 

Q. That loan then consolidated practically the whole thing and gave you the 
additional credit, in other words you did not owe them any two hundred and ninety 
five thousand dollars, would that be right? A. I believe there was a balance in 
our favor; the books will show what it was. 

Q. Iam told there was a credit of about sixty-eight thousand dollars? A. 
J would not dispute that. 

Q. At that time had you any idea, was there any discussion about the amount 
you had on deposit with them; was any account taken of it, in the way of circula- 
tion? A. They had on or about that time a certain amount of circulation that 
they had not paid out. 

Q. Do you remember about how much? A. I should say it was fifty or 
sixty thousand dollars. 

Q. Was anything said about setting it off? A. Mr. Morden wanted it out 
of the road; he did not care about carrying it. 

Q. What was done with it? A. We redeemed it from time to time by. 
cheques on our balance. ; 

Q. After the Joan was consolidated? A. After the loan was consolidated, 
that is my recollection, I cannot speak positively on that. 
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Q. In dealing with the loan there was no credit taken for the amount of cir- 
culation on hand? <A. No, that was a special matter. 

Q. It had never been taken into consideration in making any one of these 
loans? A, Yes. 

Q. Always treated as if it did not exist so far as the amount of the loan was 
concerned? <A. Yes. 

Q. Had they when the bank failed a large amount of your circulation? A. 
I believe they had. 

Q. How much do you think they had? | 

Mr. G. T. Crarkson: Five or ten thousand dollars, I understood? | A. 
They had all of that any way. 

Mr. CoMMISSIONER: What was done with this balance at the credit of the 
bank in the circulation account as it is called; was that deducted when conso- 
lidated?. A. No, those special deposits. 

Q. The account that had been running all the time that was intended to be 
kept even with their deposit account, how was that dealt with in this coxsolidation? 
A. After the consolidation was completed we practically had the same amount to 
cur credit as before. 

Mr. Hoperns: A very large sum? A. Sixty or seventy thousand dollars, 
I do not. remember. | 

Q. In the circulation account ? 

Mr. Commissioner: That account stood at over one hundred ihe dol- 
lars? <A. It did at one time, not at that time, that is when we were being drawn 
upon. 

Mr. Hopcins: The total in the circulation account appears on the 31st 
October, 1910, to be $73,161? A. I presume that is right. 

Q. And the totals of the loans and deposit, you having put part of the credits 
into the form of a loan, would be two hundred and ninety-nine thousand dollars? 
A. Yes, that is right. 

Q. Then the seventy-three thousand dollars was not taken into account at all 
but left outstanding? A. It was left outstanding to our credit. 

Q. After that you had as far as I can see in the neighborhood of sixty-eight 
or seventy thousand dollars to your credit in the circulation account? A. We 
had that at our credit; I cannot say it was exactly on circulation account. 

Q. From that point of time when the last consolidation took place did you 
draw against that circulation account? <A. I believe we did. 

Q. Did you draw freely or had you to put up security to get it? <A. Yes, 
we had to deposit various things with them in order to get it, sterling exchange 
and drafts on New York and drafts on Buffalo, and drafts on Chicago, and dif- 
ferent places. 

Q. Did you get this out in gold or in the form of your own circulation? A. 
I got it out the way I have told you, through a cheque on the Bank of Montreal. 

Q. Then when the end of the bank came there would be very little im the 
circulation account then? A. J believe the figures given you, ten thousand dol- 
lars, would be nearly right, although I thought it was higher than that. 

Q. So that the Trusts Company came out with their whole debt secured? A. 
Absolutely, I would say so. 

Q. And you pledged in order to get the balance of your circulation back from 
them, or the equivalent of your circulation, you had pledged other securities or 
handed them over? <A. Some of that circulation was taken back in this way; 
special circulation that you refer to was in large denominations, and they had to 
ship to Calgary and to Brantford and I believe some other points, and we would 
go down and take up this circulation by sending the smaller bills, five thousand 
dollars at a time, to Calgary and getting the larger bills back again. 
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Mr. CoMMIssIONER: Why should you give them these drafts and sterling 
bills? A. In order to get a cheque on the Bank of Montreal in order to get some 
money for the Clearing House. 

Q. If they were fully secured why was that needed? A. At that time we 
had to deposit as much as we wished to withdraw every day, Mr. Morden was un- 
willing for us to reduce that balance for some reason or other; if we needed ten 
thousand dollars say to-day we would have to provide practically ten thousand— 

Q. Was that because they were unable to get the circulation out? A. Yes, 
I would say so. 

Mr. Hoperns: In addition to the securities you put up for that loan they 
would get practically cash for any cash they gave you? <A. Yes, I think my 
recollection is we deposited the equivalent of cash each time. 

Q. And if they had none of your actual circulation on hand they must have 
used the difference between what was left in their hands and what the account 
showed? <A. J do not quite understand you. 

Q. If the account showed about sixty or seventy thousand dollars to the credit 
of that circulation account they would not allow you to draw on that and give you 
gold for it? A. I think as a matter of fact they did allow us to draw. 

Q. That is what I do not understand? A. The books will show that; I 
cannot remember those things down to every item; my recollection is we drew 
against that account right up to the date of the failure. 

Q. I understood you to say in order to get them to honor your drawings you 
had to put up other securities? A. Yes, we did. 

Q. To the same amount? A. Yes; I cannot tell you how that balance was 
on the day of the failure. 

Q. That does not seem that they ought to have reduced that circulation account 
at all; they had no business to charge it up; Mr. Clarkson probably knows more 
about that, the details of that; he thinks they allowed you to draw in addition to 
amounts you put up so that the circulation account was gradually reduced? A. 
That was my recollection; I think you are mistaken on that, because I think we 
only drew what we deposited, and the other withdrawals was for circulation we 
shipped away; for instance, if we drew fifteen thousand dollars, ten thousand would 
be for an equivalent of cash that we deposited, and five thousand would be of our 
own circulation to be shipped to Calgary office; that is my recollection of it. 

Q. That is they would let you have that five thousand back? <A. Yes. 

Q. And you shipped it off to Calgary, and staved off the evil day in that way, 
it would not come back so soon? A. It helped, yes. 

Q. That was the case that I thought had occurred, where you got back 
actually your own circulation from the vaults of the Trusts Company? A. I 
misunderstood you. While that came back in that way it is still paid out by them. 

Q. They shipped? A. No, we shipped smaller bills, charging them with it 
and got back the other bills. 

Mr. CommissioneR: Why would you charge them with it if you got the 
large bills and sent the small bills to your own agent; that did not help them? A. 
It helped us. 

Q. Would not they reduce their owing to you by the amount of the large bills 
they returned ; if they gave you ten thousand dollars of large bills back that reduced 
their indebtedness by that amount, didn’t it? A. We would have to draw on our 
account, our circulation account reduced that ten thousand dollars in order to get 
that; then we would rebuild that again by the shipment to Calgary. 

Q. You would not charge that re-establishment to the Trusts Company? A. 
Yes. 

Q. Why, they did not get it? A. It is their office up there. 

Q. Oh, it is'their: officer: GA. . Yes: 
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Mr. Hopeins: What was the highest point that your circulation reached 
during the currency of the bank? A. I could not say, I think it was in the 
neighborhood of half a million; I do not know the figures at the present time exactly. 

Q. If this circulation account with the Trusts and Guarantee Company ran 
up to over two hundred thousand dollars—? A. It never did; we were redeeming 
it and redeeming it all the time; we never had that amount of our circulation in 
their hands. 

Q. That is what the records show? A. No, it does not show that at all; they 
might have ten thousand dollars; at one time they had about fifty or sixty thousand 
dollars on hand, but they have paid it over their counter, and it filtered through 
the Clearing House; we were taking it up from time to time. 

Q. You remitted this circulation through them? A. Yes. 

Q. And if that ran up to one hundred thousand or one hundred and fifty 
thousand or two hundred thousand that shows the circulation went out through 
them and not over the counter of the bank? A. It meant they paid that out to 
the public, and it was in the pockets of the people. 

Q. Jam not disputing that at all; 1 am simply indicating the proportion you 
got rid of through this Trusts & Guarantee Company? A. Yes 

Q. And that was a very large proportion of your circulation? <A. It was a 
certain. amount. 

Q. A very substantial amount? A. It helped us very much. 

Q. It grew larger instead of smaller as the business of the bank went on? 
A. No, it did not grow any larger except for the special deposits that I spoke of 
in circulation; the thousand dollars a day went along from the time it started until 
the end of the bank. 

Q. The circulation account would increase? <A. Yes. 

Mr. ComMissionER: It would be turning over and coming back again? A. 
Certainly. 

.Q. It would not be the whole of that necessarily? A. Certainly not; the 
average would be twenty-five thousand dollars. 

Mr. Hopetns: What do you mean by the average? A. The average that 
they were paying out for us. 

. You mean you kept about twenty-five thousand dollars going the rounds, 
you depositing with them and they getting it out and then getting it back again? 
A. They pay out twenty-five thousand dollars in one month and we would have 
redeemed through the Clearing House that twenty-five thousand dollars by the time 
they paid out another twenty-five thousand dollars. 

Q. The net result you think would be that about twenty-five thousand dollars 
of circulation could be kept revolving in that way and yet produce an account which 
you could show in the bank returns of something between one hundred and two 
hundred thousand? A. Certainly, with the borrowing I made from them. 

Q. That is good banking? A. I think so; you may not think so, but I 
thought so. 


The Commission adjourned at 1 p.m. to 2.15 p.m. 


The Commission resumed at 2.15 p.m. 
J. G. FITZGIBBON, recalled :— | 
Mr. Hoverns: Is that the three thousand dollar cheque which was spoken of 


that you drew? <A. No, sir, that is not the one I recall; if I saw the stubs I could 
tell more clearly; but my impression was that it was a Farmers Bank cheque. 
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Q. That cheque is dated on the 7th January, 1907, and is entered on one side 
of the bank cash book, Union Bank, W.R.T., cheque number 12, $3,000; on the 
other side it has, charged, Bank premises, $3,000? A. As I remember the cheque 
that was drawn out I drew out myself; that was drawn out by Mr. Shaver. 

Mr. CommissionER: Have you not any idea of the date? A. No, I have 
not the faintest idea of the date. 

Mr. Hoperns: Q. Not relatively to the time you went in? <A. It was 
shortly after— 

Q. Was it shortly after the bank commenced to operate? A. Yes. 

Q. It commenced to operate on the 2nd January, and this is dated 7th. 

Mr. ComMMIsSIONER: This one was supposed to have a “COC” on the stub; 
there is the cheque, it was six thousand dollars the one that was marked C.; that is 
‘the cheque I have reference to; I did not remember the amount, but when Mr. 
Travers says— 

Q. That is dated the 20th April 1907? <A. That is the cheque I referred 
to; when he said the stub was marked “ C ” I remembered that I had drawn out the 
cheque myself and had marked “C” on the stub. 

Q. In the bank cash book it is organization; commissions, six thousand dollars; 
is this stub in your handwriting? A. Yes, and I drew out all those cheques 
myself after the organization of the bank. 

Q. Those are stubs and cheques on what date? A. On our own bank. 

Q. Which one? A. The Farmers Bank; these were issued by the head 
office, and they were paid by the Toronto— 

Q. This three thousand dollar: cheque I show you of J anuary 7th, 1907, is 
payable to W. R. Travers, endorsed by him, on the back of it you notice the sized . 
bills it was paid outin? A. Yes. 

Q. Was there any justification you know of for charging that to bank prem- 
ises? A. No, none beyond instructions from Mr. Travers. 

Q. What would it mean charging it to bank premises? A. It might have 
been paid out on the purchase of property. — - 

Q). That would be the only justification? A. Yes. 

Q. Had you bought any property at that time for bank premises that you 
know of? A. We were fitting up bank premises in Toronto here; we leased the 
building from Stair and we were making all the alterations ourselves. 

Q. It would not be quite likely it would be drawn out in bills if it were being 
drawn to pay accounts for furniture? A. That cheque was drawn out by Mr. ~ 
Shaver, who was the head office bookkeeper, and probably he got instructions from 
Mr. Travers himself to draw it out, because I do not recall it at all beyond seeing 
the cheque when it came through. 

Mr. Commissioner: The stub of cheque for six thousand dollars, number 
105,° 20th April, 1907, in: favor of “Chlank), -18*that account “C4705 ieee, 
account “C”. 

Q. Six thousand dollars, in whose favor was it drawn? A. I think it was 
drawn to Mr. Travers’ own favor. 

Q. Why was not that filled out? A. Because he instructed me just to mark 
the stub just account “C ”. 

If you wrote the cheque you must have made it payable to somebody? 
A. I do not recall how the cheque was payable, whether it was payable to him 
personally or to bearer. 

Mr. CommissioNER: I suppose the cheque itself can be got? 

Mr. Crarxson: We are sending for it—Exuipir 60: Cheque for $3,000 
payable to W. R. Travers. 

Mr. Hopains: Were the subscriptions sent down to Ottawa at the time the 
certificate was being applied for? A. Not that I can recall. 
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Q. Your letter that is put in speaks of Mr. Hunter going over subscriptions, 
and does not say anything about sending them down? A. When I heard Mr. 
Travers say that I tried to recall if they had been sent, and while I would not 
swear positively that they were not sent I do not recall ever sending them, I do not 
think they left the office, and I think if Mr. Hunter from whom I got the instruc- 
tions about sending down the three blank cheques, and in writing to Mr. Travers 
to report he had been in and had passed his opinion on them that if he had asked 
me to send them to Ottawa for him I would have mentioned in the letter how they 
were to go down, whether by Canadian or Dominion Express or registered mail. 

Mr. Commissioner: How does he say he got them? 

Mr. Hopeins: I think he said parcel ‘post. 

Mr. Commiss1onER: ‘They would probably have been registered? A. Yes, 
if they went by mail they would have been registered, but I have not the faintest 
recollection, I do not remember being asked to send them down, because the in- 
structions I got in the letter were from Mr. Hunter when he came back from Ottawa, 
he asked me to let him see the subscriptions, as he would like to go over them to see 
they were all in order, and they were on one of those files alphabetically arranged, 
and he took them into Mr. Travers’ room and glanced over them rather carefully, 
and handed them back, and said “ They are all right, if the Finance Department 
want them you need have no hesitation in sending them down,” but I have no 
recollection of sending them. 

Mr. Hoperns: Did he look at any book? A. He may have done so. 

Q. You were here when he gave a description of the book? A. Yes. 

_ Q.. I think I asked you about that? A. Those are the only two books we 
ever had in connection with the stock subscription, and if he looked in any book to 
verify any of the entries on the list that went to Ottawa it would have been the small 
book from which the list was made up. 

Q. Would the subscriptions themselves show anything about the notes? A. 
No. ; 
Mr. Commissioner: Is that all you can say about this cheque? A. Yes. 
Q. Your position was accountant? A. Yes, sir. 

Q. Ought not you to have known the purpose for which the cheque was issued ? 
A. No, sir, I took my instructions from the General Manager. 

Q. How could you know to what account to charge it? A. That was also 
from instructions from him. 

Q. Why was not it put in account of organization commissions? A. He said 
just mark the stub “C” and charge it up to organization commissions. 

. I see on the 14th June there is another cheque for the same amount, 
Wik. Te: what isthat? 

Mr. Hoperns: It is charged Organization C. I. List? A. That is cash 
item list. That came up from the Toronto Branch. 

‘Mr. Commissioner: What does that mean? <A. It would probably have 
been cashed or placed to somebody’s credit down in the Toronto office and come up 
to us. 

Q. To what account is it charged? A. Organization. 

Q. What were you paying organization expenses at this time for? A. That 
is more than I can say, Mr. Commissioner. 

Mr. Hopeins: Those two cheques appear in ledger in page 23 under an 
account called “ Organization Expenses”? A.- Yes, sir. 

Mr. Commissioner: What is that account composed of? Does it include 
the provisional directors expenses? | 

Mr. Hoperns: Yes, it begins with Guthrie & Pringle $110, Masten Starr & 
Spence $10, making $120. Then McCorquodale $7.50; and then comes December 
6th $10,000; December 7th $5,000; then a little later on $1,800 that was paid to 
Smith; and then Dr. Webster $50; and then a cheque on March 12th of $25,344.80 


Ya 
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which I think an explanation will have to be given of, but it included the loan of 
$2,380 made to Travers, and the $20,000 loan and some other items? A. Yes. 

Mr. CoMMissIONER: Why were those charged to organization expenses? A. 
I could not say; we in that office simply carried out instructions. 

Mr. Hopvarns: It winds up with the payments made to the provisional direc- 
tors on account of that second ten thousand dollars. 

Mr. CoMMISSIONER: What is the total? 

Mr. Hopeins: $121,000; that includes an item of thirty-two thousand which 
begins the account, November 26th, 1906? A. Yes, that was the amount taken 
over from the provisional directors. 

Q. That was taken over at about ten thousand short? <A. Yes. 

Q. What was done with that ten thousand? A. I could not say. 

Q. At all events the organization expenses as appearing in the provisional 
directors books were not carried correctly into the—? A. We did not open the 
books from the provisional directors books; the figures were given to us upon which 
to base the opening entries. 

Q. By whom? A. By Mr. Travers. 

Q. You know enough to know, I suppose, from the figures that is about ten 
thousand short? A. Yes, from subsequent things. 


EDWARD B. STOCKDALE, Sworn, Examined by :— 


Mr. Hopains: What is your position? A. Manager of tthe Trusts & 
Guarantee Company for Ontario. 

Q. In 190% and 1908? A. 1906 and 190% I was, I think, known as account- 
ant or acting manager of the company, accountant for part of the time and acting 
manager for other portions of the time, probably assistant manager, manager of 
estates, portions of that time. 

Q. You of course knew Mr. Travers the manager of the Farmers Bank? A. 
J met him in the fall of 1906. 

Q. In connection with that loan? A. Yes, the $80,000 loan. 

Q. The only instruments produced here are two letters from Mr. Warren, one 
respecting the date at which interest begins, and the other reciting that he has 
received notes as security? A. Yes. | 

Q. You have seen those two letters? A. Yes, I have seen both of them 
(Exhibit 43). 

Q. Were there any other documents connected with the loan you had ever seen ? 
A. Yes, they were produced in the other courts. 

Q. What were they? A. In connection with the $80,000 loan we produced 
a copy of our loan ledger account in respect of the $80,000 loan. 

Q. I have not got so far as that; I mean with regard to the making of the 
loan, were there any other documents connected with it or indicating what the 
security was other than those two letters that are put in? A. No, not that I 
recollect at the minute. 

Q. Mr. Travers seemed to have some idea that there was another document? 
A. We have the hypothecation agreement, of course; that was produced in the 
other court, put on file. 

..1 do not.think so? “A: It. was. 

Q. Of the $80,000 loan? A. Yes, it was produced in my evidence. 

Q. What other court? <A. It was before Judge Denton, I think, if my 
memory does not fail me. 
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Q. That would be in the trial of Messrs. Warren and Morden? A. No. 

Q. Judge Denton tried those two? A. I remember it was in the County 
Sessions Court; I do not know whether it was in connection with Mr. Morden’s 
case; 1t was in connection with the case against Mr. Stratton and Mr. Warren; 
I do not know whether it was Judge Denton or Judge Winchester it was one or 
the other. 

Q. Judge Winchester tried Messrs. Stratton and Warren? A. Then it would 
be Judge Winchester. 

Q. You think it would have been produced there? A. It was produced 
there and filed. 

Q. I have never seen it; I have looked for it carefully? A. It is there, 
we did not get it back; I have a copy of it here, if it would be of any use to you. 

Q. I would like to see it? <A. At least, I think I have. 

_Q. Did you produce it? A. I produced it in my evidence; I thought I 
had a copy of that, but I do not see it just at the moment. 

Mr. COMMISSIONER: You have a copy somewhere? A. I thought I had, 
and probably will have one somewhere. 

Mr. Hopeins: In your evidence, the letter dated the 11th October, 1906, 
is read, and you are asked to explain the transaction; the letter was put in and 
marked as Exhibit 2. Then this letter of October 10th is put in and marked 
Exhibit 8; then the cheque, Exhibit 4; then a statement copied from the mort- 
gage ledger was marked as Exhibit 5; and then the questions go on to the $20,000 
loan? A. I was positive that hypothecation agreement went in there; I can 
remember the agreement quite distinctly. 

Q. You put in an hypothecation agreement regarding the $20,000 loan? A. 
Yes, I remember that. \ 

Q. You have not got a copy? A. I have not got a copy of it just here; 
1 thought I had a copy of it. I remember what was in it, though. 

Q. Do you think you would have a copy at your office? A. We might 
have; I remember seeing a copy of it not very long ago, unless my memory fails 
me very badly. 

Q. Would you look for it? A. Yes, certainly; anything we have we will 
be glad to produce. : 

Q. You got a list of notes, or did you compile a list of notes? <A. It runs 
through my mind there was a list of notes; I think that list was filed; I do not 
think I had a copy of that. ; 

Q. That is another document I have been unable to see any witness refer to; 
have you a copy of that? A. That is a list of notes given to us at the time? 

Q. Yes? <A. My recollection is that was filed; I may be wrong in that. 

Q. I would be glad to have you read over your evidence and say if you are 
correct in that? A. There is so much evidence given, it is hard to remember all. 

Q. That loan, you did not negotiate it, you simply prepared the papers? A. 
I was assisting Mr. Warren generally at that time and the first connection I had 
with it was when I was called in, and if I remember rightly, instructed to make 
out first a receipt for the notes which were given. (The receipt you referred to 
a while ago is in my handwriting), and to make out a cheque for $80,000. 

Q. That letter of October 11th, 1906 (part of Exhibit 43), is that in your 
handwriting? A. Yes. 

-  Q. I note a little change in there. You originally wrote it in a particular 
way, and you added the words “ Provisional directors of ”—-what was the cause 
of the change? A. I have the habit of putting down a thing exactly when I 
put it down in writing, and that is no doubt the reason why I put that in there; 
that was my understanding at that particular moment what the transaction was. 
OC Von wrotedt OuLr.. A. Yes 
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Q. And I suppose wrote it correctly as you understood it? A. That is 
what I inferred. J was corrected immediately afterwards. 

Q. Was that in consequence of Mr. Warren’s instructions? A. No, I do 
not think so; I am positive it was not. 

Q. Why did you do it? <A. Because I inferred that list of notes was fur- 
nished by the provisional directors. No doubt, why I inferred that, was, that the. 
notes, if I recollect rightly, were in favor of the provisional directors. 

Q. You had not heard anything of it being a personal loan to Travers? A. 
J always understood it as such. 

Q. Why did you put it in? A. JI was in the next office to Mr. Warren, 
and he called me in and I was instructed to make out a receipt for a bunch of 
notes handed me along with a list of notes, check them over and make out a receipt, 
and I was told to make out a cheque; there was no discussion at that particular 
moment. 

Q. When did you understand it was a personal loan to Travers? A. Im- 
mediately afterwards. 

Q. After you had written that out? A. It might have been the next day 
or a couple of days after that; when I saw the hypothecation agreement I saw it 
was a loan to W. R. Travers. 

Q. You did not draw any hypothecation agreement ? A. I do not remem- 
“ber about that. 

Q. Would you say it was a couple of days afterwards? A. It might have 
been a couple of days afterwards when J was put right as a mistake in referring 
to this list as a list furnished by the provisional directors. 

Q. Who put you right? A. Probably Mr. Warren or probably I put my- 
self right. 

Q. Do you remember? A. Well, if a man has a thinking apparatus— 

Q. Do you remember? A. My knowledge at the moment is I was put 

right either by Mr. Warren or by mental process of my own that it was W. R. 
Travers’ loan; I always understood it as such as soon as I got familiar with it. 

Ovelt it was a mental process—? A. I did not say so; either Mr. War- 
_ ren told me or I put myself right. -No doubt, I was told it was W. R. Travers’ 
loan; the hypothecation agreement would show it was W. R. Travers’ personal 
loan. 

Q. You are unable now to recall whether you were put right by Mr. Warren 
or by a mental process? A. Or by the documents. 

Q. When you made this letter of October 11th, 1906, you took it in and 
had it signed, I suppose? A.- Yes. 

Q. What did you do with it? <A. No doubt, it was then copied in our 
letter book and handed over. 

Q. To whom? <A. ‘To Mr. Travers. 

Q. Did you do that? A. No, but I could almost swear positively that the 
document was handed over. 

Q. It was undoubtedly handed over, but I do not know whether you did it? 
A. I did not do it personally, I do not expect. 

Q. At all events, a couple of days afterwards you were sure it was a per- 
sonal loan to Mr. Travers? A. I say it might have been the same day. or 
the day after or two days afterwards; it was immediately afterwards. 

Q. We can put it a margin of a couple of days, that after that you always 
believed it was a personal loan? A. I probably knew that it was a personal loan 
as soon as I got the hypothecation agreement, at the time I made out that list 
there, the list indicated what was in my own mind. 

Q. And you remained under that impression, I suppose, thereafter? A. 
As a personal loan? , 

Q. Yes? <A. Yes, positively. 
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Q. Had you to do with reversing the entries on the 17th or 18th Decem- 
ber? A. That would come nnder my supervision; the office generally was under 
my supervision. : 

Q. To what extent? A. The giving of instructions to subordinates. 

Q. Who did you give instructions to? A. I could not tell you now; we 
have a number of bookkeepers and I could not tell you whether it was Jones, Smith 
or Brown; I could not recall that. 

Q. Did you give the instructions? A. Yes, all instructions as regards 
bookkeeping were given by me. 

Q. Did you give the instructions as to the reversal of the loan on the 17th 
or 18th December? A. Undoubtedly. 

Q. Then you did not make the reversal entry yourself? A. No, I do not 
think so. , 

Q. What instructions did you give? A. Sometimes I would make an entry 
in the books, but very seldom. 

Q. It is quite unnecessary to tel] me that; did you give the instructions? 
A. Undoubtedly. 

Q. What were they? A. That the credits to the W. R. Travers’ loan 
account should be reversed so that the moneys which were originally applied 
io the W. R. Travers’ loan would appear as a deposit to the credit of the Farmers 
Bank. 

Q. If it was a personal loan to Travers the reversal made it a loan to the 
Farmers Bank? <A. No. Ms 

Q. What did it make? A. We had securities satisfactory to us in our 
hands. Mr. Travers said, “ Let my loan stand and put my money to-the credit 
of the Farmers Bank of Canada”. 

Q. Did he say that to you? <A. I can almost swear positively he did; I 
think I was called in at the discussion. 

Q. Will you repeat that? A. “That you have your security, I want the 
money placed to the credit of the Farmers Bank, rather than remain to my credit, 
hold my securities, the securities you have got now and you shall be safe.” 

Q: Do you recollect that conversation? A. I would not say the conversa- 
tion was with Mr. Warren or not; that is my recollection of the whole thing; that 
is what’ I understood at the time, whether Mr. Warren told me in Mr. ‘Travers 
presence, or Mr. Travers told me in Mr. Warren’s presence, or whether it was told 
me when Travers was not there; I was given my instructions to do it. 

Q. And he preferred it should be transferred to the Farmers Bank instead of 
to his own credit? A. No, I did not say that. 

Q. What did you say about it? A. My instructions, or the conversation I 
overheard was, that the moneys which originally had been credited to the W. R. 
Travers loan would be placed to the credit of the Farmers Bank of Canada, we 
retaining our securities. 

Q. Did you have these securities in the name of W. R. Travers? A. We 
had notes endorsed in blank without recourse to the provisional directors. 

Q. It was all in the name of W. R. Travers? A. Yes. 

Q. Your entry in your books? A. Yes. 

Q. And the loan account stood in hisname?. A. Yes. 

Q. Will you turn up that ledger entry you have there, how was that headed ? 
A. Headed “ W. R. Travers, Toronto” 

Q. That is the original entry? A. Yes. 

Q.. Is that the same as your copy there? A. Yes. 

Q. ‘Then the moneys that had come in had come in on three separate dates? - 
A. Yes. 

Q. What were they? A. December 6th, $30,000; December 7th, $25,000; 
that is all the money that went to the credit of that particular loan account ; the 
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other twenty-five thousand odd dollars went direct to the credit of the deposit 
account. 

Q. This is headed in your ledger, 289, name, W. R. Travers, address, 
Toronto; security notes amounting to $100,955—is that entry correct? <A. Yes. 

Q. “Rate of interest 10% payable November 22nd, and bonus $1,000; terms 
due November 22nd, 1906” ? Yes, I have no doubt that is entirely correct. 

Q. That would be then practically a month’s loan, a little over a month’s 
loan? <A. Yes. 

Q. Have you any other loans upon similar terms with a bonus of $1,000 and 
10%? A. It was not unusual at that time to get a bonus. I do not remember 
whether we have any other loan on which we got a bonus or not; this matter took 
place six or seven years ago. 

. How long were you in their employ at the time this loan went through? - 
A. T have been with the Trusts Company since 1900, 12 years. 

Q. In whose writing is the heading of this account? A. One of our book- 
keepers’ at that time. 

Q. You could not be expected to remember his name? A. No. 

Q. December 6th, $30,000 and December 7th, $25,000 were actually credited 
upon that loan? A. Yes. o 

Q. And left on December 7th, only how much due? A. $25,000 and some 
interest; then there is the $1,000 bonus which was not charged up in our account. 

Q. What entries did you reverse? A. The entry was cut out, the credit of 
$30,000 and $25,000 in the Travers loan account, No. 289, were scored out and 
credited to the Farmers Bank of Canada deposit account. 

Q. Show me that account? A. That is in the other ledger. 

Q. It looks to me as if there was a third one scored out, December 31st, 
$32.88, and the total of $80,032.88 scored out? A. That little amount is scored 
out, $32.88. 

Q. When was that made? A. I do not remember that at all. 

Q. Do you know in whose handwriting the entries are in? A. In some of 
the bookkeepers’; we have different bookkeepers. 

Q. Where is your cash book which shows the date when the last item was 
received; will you turn that up too? A. Speaking of the $30,000 received on 
December 6th, cash book folio 879, the credit originally made was showing a pay- 
ment from W. R. Travers on what we call loans account of $30,000. 

Q. That is struck out now by some one having put a pen through? A. 
Ruled out in red ink. 

Q. And the word W. R. Travers ruled out in red ink and the 289 ruled out 
in red ink? <A. Yes, that is the ledger folio. 

Q. Who scored those out? A. No doubt scored out under instructions. 

Q. From whom? A. No doubt from carrying out my instructions. 

Q. Did you give detailed instructions as to how much of the entry was to be 
struck out? A. I could not say, it is six years ago. 

Q. And you struck out W. R. Travers and the folio? A. That is all that is 
necessary to be struck out in order to carry out the reversal. 

Q. Was that done at the time? A. Undoubtedly. 

Q. What time? A. You mean was it done on the 6th December? 

Q. No? <A. It was done about the 17th or 18th December. 

Q. Can you fix the date? A. Yes. 

Q. When was it? A. I am not positive whether it was the 17th or 18th; I 
fix the date by the fact firstly by the last payment from Travers having gone direct 
to that deposit account of the Farmers Bank of Canada, and of the issue of a cer- 
tificate of deposit. 

Q. What date do you fix having regard to those two elements? A. I would 
not be positive whether it was the 17th or the 18th. 
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Q. This receipt of this cheque must have been either on the 17th or 18th? 
A. * -Yes. 

Q. Whatever date it was received on would be the date of the entry, the re- 
versal? A. Not necessarily. A cheque may come one day and be entered the 
next day. 

Q. If I show you that receipt on the 17th, would that be the day the change 
was made? A. It might be the next day; before that went through our books. 

Q. It would be the next day2 A. I would not say it was the next day or 
the day you are speaking of, the 17th December. 

Q. Carried forward at the bottom of this 879 does not contain that $30,000; 
when are those totals carried forward? A. At the end of the month; they are 
inked in at the end of the month; in the meantime they are carried forward in 
pencil. The pencil totals are also erased after audit; that is the common custom 
in bookkeeping. 

Q. Will you turn up the next cheque, $25,000; that is similarly credited W. 
R. Travers, Farmers Bank of Canada, 289? A. Yes. : 

Q. And the call loan is scored out? A. It is reversed in identically the 
same manner as the one of the sixth. 

Q. Is it scored out? <A. Yes. ee, 

Q. But it is left in the column marked deposit as the $30,000 was? A. Yes. 

Q. So that there is no doubt as to its receipt by you and as to its deposit in 
your bank? “A. ~ No; 

Q. Does the total of $70,300 include that $25,000 or does it not? A. eis 
it does not. : 

Q. These totals would be at the end of the month? A. No, those are totals 
of the items appearing on this page and preceding pages during the month of De- 
cember> 

Q. But put in at the end of the month? A. Yes; during the month we 
carry the totals forward in pencil and then rub out the pencil. 

Q. Where is the next one? A. There. 

Q. This on page 884, there is credited on December 17th, Farmers Bank of 
Canada, $25,605.81? A. Yes, that is a credit to deposit account. 

Q. That is shown in deposit account? A. Yes. : 

Q. When was that put there? A. The credit is under date Bee 17%th. 

Q. But prior to that you find the 18th? A. The entries in our cash book 
at that time do not go to say that the money was received, not necessarily. 

Q. Who put in this as the date, the 17th? A. That is the date we actually 
received the money, undoubtedly. | 

Q. Who put itin? <A. That would be put in by our bookkeeper. 

Q. What is his name? A. I do not know. 

Q. Is he with you now? A. I do not imagine so; it looks like a man who 
was with us at that time and left to go West. 

Q. What is his name? A. That I cannot recall; we have had many men 
pass through our office. 

Q. At all events that does not appear to be entered in regular sequence? A. 
You can say that about almost any entry you pick out there. 

Q. What is your explanation of that appearing on the 17th? A. That we 
Teceived the cash on the 17%th, and the cash comes into our bank on the 17th. 

Q. How is it the entries preceding that are of a later date and also an earlier 
date? A. Our system of entry at that time called for the credit of items to be 
first made out on slips called credit slips or debit slips depending on whether the 
money was received or paid out; then these slips would be accumulated and posted 
into our.cash book, in other words the original entry is on a slip of paper. 


Q. Do you keep those slips? A. We used to keep them, we keep them for 
probably a year or two years. 
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Q. Did you keep the credit slips for this? A. I do not know, we may have 
them. 

Q. I would like you to look and see. Where was that entry on the 17th 
carried into? A. Into the Farmers Bank deposit account. 

Q. You contend I judge from what you are saying now, that the item $25,- 
605.81 was never credited on this loan? A. Never went into our books of final 
entry as a credit to the loan; it went direct to the deposit account. 

Q. Please answer the question as I ask it; I want to know whether it indi- 
cates that was never credited on the loan? A. It never was credited upon the 
loan in our books. 

Q. That is the position youtane taking? A. Yes; the books show that. 
There is the credit. 

Q. This does not appear to be carried into any particular page? A. No, 
the deposit ledger is almost invariably posted from the deposit slips. In order to 
get the entries of money in or money out into the deposit account. effected as 
quickly as possible, and intermediate entries are put through— 

, (). The first two items did have the page in the ledger? A. Yes. 

@. But this one does not? <A. This is different. 

Q. When was this transferred to this account No. 1100 when was it trans- 
ferred to the account; you show me now and say it was put into? <A. It would 
be posted up directly into this account as the books show. 

Q. When, I say? A. The books show the 17th December. 

Q. When were the two prior entries, December 6th, and 7th, posted up? A. 
They were undoubtedly posted up at the same time, that is what the books show. 

Q. Where were they posted from? A. From the-facts as they were given 
at that time; there may have been a deposit slip made out for those two items, or 
there may not, because they did not come into our deposit account, Farmers Bank 
of Canada, in ‘the regular way. They are first credited to loan account and after- 
wards reversed and put to credit of the Farmers Bank of Canada deposit account. 

Q. Is that No. 1100 a true entry? A. That shows credit to the Farmers 
Bank of Canada $80,605.81. : 

Q. And it shows that accumulation beginning December st A. The first 
credit went to that account as of the 6th December. 

Q. You charged interest on it from that day? A. We would not charge 
interest, we would credit interest. : 

©. On‘ that“date?* <As > Yes: 

Q. Did the amount $25,605.81 exactly pay that loan with interest up to the 
17%th December, if it had been applied on the original loan? A. I think I worked 
that out from our books that way. 

Q. And a statement had been sent to Mr. Travers after that memorandum, 
how did it come that that cheque was given for that amount? A. I have no re- 
collection of that; I know it figures up, I do not remember, but this is only 
one transaction in many; I would be superhuman if I could remember the details. 

Q. Is that the only entry connected with that loan? A. Except the entries 
covering the payment of the loan, and of course the closing of the deposit account. 

Q. You had lent this $80,000? A. Our company had lent the $80,000. 

Q. And these two first items had paid it. off to that extent when received ? 
A. Yes. 

Q. And on December 17th, there was exactly that balance due, $25,605.81 ; 
when that transfer was made, was it all made on the 18th? A. The books would 
show it was made on the 17th. 

Q. That is these two books? A. Yes, but then there was the letter dated 
the 18th. 3 


Q. It was on that date that the reversals were made? A. I cannot. say 
that; I have answered that before. | 
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Q. You cannot tell? <A. No. . 

Q. If it be the fact that Mr. Knight was here on the 18th? A. I do not 
know when Mr. Knight was here. 

Q. I say if it is the fact that he was here on the 18th and that day Mr. 
Travers came down and got the certificate and got the items reversed, what appears 
as the result in your books would have taken place on the 18th instead of on the 
17th? A. I would not want to express an opinion upon that. — 

Mr, CoMMISSIONER: I should not have thought there was much difficulty, if 
ii happened on the 18th it happened on the 18th; that would be the position? A. 
If it happened on the 18th, yes. 

Q. Mr. Hopeins: Who gave you the instructions to make those changes? 
A. I have answered that to the best of my ability. 

Q. Would you mind telling me again who gave you the instructions? A. 
I would.say I do not recall whether the instructions were given to me during a 
general ‘conversation in which both Mr. Travers and Mr. Warren were there, or 
if Mr. Warren gave me the instructions. 

Q. At all events, whatever date it was, money was received by your com- 
pany as a payment on the Travers’ loan, obviously, $25,605.81? A. Jf that 
came in on the 17th I would say that quite obviously it was received with the 
intention of crediting it to the Travers’ loan, but before the entries went info our 
books in any shape or form we got the other instructions. 

Q. You got a cheque? A. Yes,on the 17th and went into our bank on 
the 17th. 

Q. In payment of that loan? A. Yes. 

Q. But before you were able to make entries in your books some one changed 
its destination? A. Yes, its destination was changed. 

Q. And so this reversed the whole thing; you are basing that of course wholly 
upon the fact that your books show that that was received on the 17th? A. 
Basing what? 

Q. Your idea about reversal taking place on the 17th? <A. Yes. 

Q. You have no independent fact beyond the entry to tell you about that? 
A. No, I could not place the date. I also refer to the fact that that certificate 
was issued at that time, so that I know the entries went through on the 17th or 
18th; they are the two factors. 

Q. You are in doubt as to the real date at which the entries went through ? 
A. Yes, I could not say which day it was. 

Q. Travers says the 18th? A. I would not contradict him if he says the 
18th. . 

Q. The cheques that you got, those three cheques, came through Mitchell, 
are you aware of that? A. JI have heard of it, I think, during the different 
court proceedings; I have no personal recollection of cheques having come through 
Mr. Mitchell. 

Q. They would not have passed through your hands? A. I would not 
know it, because as far as we were concerned, it was only so much money we 
were receiving, no matter whether it was Jones, Smith or Brown, or Travers’ 
own cheque. 

Q. I am only asking you do you know anything about Mitchell in this con- 
nection, you do not say so. What was the method adopted whereby that loan 
was paid off which you’ professed to put through the Farmers Bank? A. I 
do not profess to put through anything so far as that; this loan and the $20,500 
loan and the $2,380 Joan were paid off by two cheques, one for $25,344 and the 
other for eighty thousand and some odd dollars; the exact amount of that deposit 
account, No. 1100, the Farmers Bank deposit account. 
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Q. Just look at this statement and tell me if that will help you, a copy 
from your books? A. This is not a copy from our books, at least, I do not think 
so; it is certainly not done on any typewriter in our office. 

Q. Look at that and tell me whether those credits that appear there begin- 
ning with some $3,500 appear in-your books? A. These entries appear in one 
of our deposit accounts, deposit account No. 158 of the Farmers Bank ‘of Canada; 
at least, I should say so. 

Q. And certain of these items, at all events beginning January 7th, 1907, 
with a deposit of $3,600 going on to April 8th, do your books show what the gen- 
eral ledger of the bank shows, deposits made to the Trusts Company to that extent, 
totalling $25,605.81? A. That is not the total; that is the balance at a certain 
time. We start our deposit account No. 1114; it starts off with a credit of $3,655 
on January 7th, 1907. 

Q. What is there to its credit on the 30th January? <A. $37,710. 

Q. You agree then with the bank’s books; then on February 14th, what do 
you find? A. The balance of $35,485. 

Q. That is, after deducting $3,000? A. This is after we paid and charged 
up $3,000. 

Q. What is this account you have open for me? A. This is the deposit 
account of the Farmers Bank of Canada. 

Q. What were they depositing with you, do you know anything about it 
yourself? A. They were making ordinary deposits with us, as far as I can 
recollect. | 

Q. - You say you do not know any difference ? A. No, I do not recall any 
difference. 

Q. Did you have any intimate knowledge of the account; did you know any- 
thing about it? A. No more so than I would of any account. 

Q. So that at the moment you can throw no light on the details of it? A. 
Not that I can recall for the moment. 

Q. What was the balance of that account on the 3rd April? A. $50,950.61; 
our books do not agree with theirs at that point. 

Q. I would lke to see; what was it on February 19th, after deducting the 
$17,000? A. $22,930. 

Q. On the 19th? A. Just a moment, there is another item, $23,745. 

Q. You agree with the bank there; take the 26th February after deducting 
$10,000? A. A credit of $22,140. 

~Q. That is right; take March 12th? A. We have a credit of $40,680. 

Q. That is right; and you deduct an item on the same date of $25,344.80? 
A. No, that cheque was not charged up in our account until some time afterwards. 

Q. When was it charged up? <A. Not charged up till the following Decem- 
ber, 1907. 

Q. The 20th March? A. After payment of $15,000 cheque we have a credit 
balance of $41,880. 


Q. That would be the same as mine, plus this $25,344.80; that will account ~ 


for the difference? A. Yes. 

Q. Going down to the 3rd April after paying $25,605.81 what balance did 
you have? A. There are two cheques making up that total, one cheque $10,000 
on the 9th, and one for $15,605.81 paid on the 8th; and the balance would exactly 
equal the $25,344.80, which should have been charged up on the 12th March. 

Q. Does that cheque which you have just mentioned which paid off the 
$25,000 loan, the $2,380 loan and some other amounts? A. ‘That is the balance 
of those loans after applying the eighty thousand some odd dollars, in account No. 
1100 I think it was. 


Q. That item was $25,344.80 with the deposit account of your own beginning 
in January and ending in April shows deposits by the bank exactly equal to the 
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$80,605.81 which was the amount of the loan as reversed on the 17th or 18th Decem- 
ber? A. I had not noticed that before; probably it does. It amounts to about 
one hundred and-five thousand some odd dollars I see by the pencil totals in here. 

Q. You deduct $25,344 and tell me what that deposit account amounted to? 
~ A. We do not keep books that way. 

Q. Iask youtodoit? A. I will total these up myself if you wish. 

Q. The balance is there in pencil? A. I see a total in here, I cannot say 
as to its correctness. | 
How much? A. It looks to be $105,950.61. 

Figure it out? A. It would make a difference of $80,605.81. 
That is exactly the amount which the $80,000 loan stood on December 
17th? A. That is a coincidence I had never noticed before. 

Q. Do you know how those various cheques in that account were made, $3,000, 
| $17, 000 and $10,000? 

Q. Yes, the Farmers Bank drew cheques on us for those various amounts, 
ond cheques were paid by us. 

Q. And you paid your cheque to them? A. We did what they call cleared 
those cheques by issuing cheques on the Bank of Montreal, the Bank of Montreal 
would pay them in legal tender, bank tender. 

Q. What connection is there between that account and the account No. 1100? 
A. No connection whatever. 

Q. Merely a coincidence that it exactly pays the amount that was reversed on 
that day? A. I termed it a coincidence. 

Q. At all events from your books it would appear ‘that they deposited that 
amount with you plus this $25,344.80, and drew it out? A. Yes. 

Q. Then that account No. 1100 would still be to their credit? A. Yes, 
that was closed up. i 

Q. How was that paid? A. My recollection is that it was paid by way of 
_ a cheque; I have not located that cheque. 

Q. Look and see how it was closed up? A. That was closed out December 
17th, the same as the other. 

Q. No, that is the time it began? A. I am speaking of a year later. 

Q. Iam speaking of No. 1100? A. I was too. 

Q. How was that account closed out? A. That was closed out by the 
balance at the credit being applied on the loan account, that is the effect of it. 

Q. How was it marked closed in your books? A. Through debiting an 
amount equal to the credit balance. | 

Q. Where is the debit from? A. The debit is to the deposit account of 
the Farmers Bank of Canada. 

Q. Account 1100 shows to the credit of the Farmers Bank of Canada eighty 
thousand odd dollars? A. Yes. | 

Q. How did they get that from you? A. My recollection is there is a 
cheque issued in favor of the Trusts & Guarantee Company signed by the Farmers 
Bank for the amount of this account, that is $80,605. 

Q. You think there was a cheque? A. Yes, that is my recollection, but 
we have not located the cheque. 

Q. Signed by the bank on your account? <A. The account with us. 

Q. That cheque would be presented to you, you would give the equivalent? A. 
No, it was given to us in our favor to retire the loan. | 

Q. I thought that was a credit to the Farmers Bank? A. The amount at 
the credit of the Farmers Bank account was a credit to the Farmers Bank. 

Mr. Commissioner: It went to pay Travers’ loan? <A. Yes. 

Q. Travers’ loan was re-set up and he drew that money and paid the loan 
up? A. They paid the loan with it. | 

Mr. Hoparns: That account of 1100 shows credit to the Farmers Bank, 
not Travers at all? A. Certainly. 


OOO 
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Q. Is your explanation that the way that was got rid of was by a cross entry? 
A. It was not gotten rid of at all, it was checked out by a cheque so far as the 
Farmers Bank is concerned, it was checked right out. 

Q. Let me see the record of that. 

Mr. CoMMISSIONER: The way they were treating the transaction, Travers 
loan remained on foot just as it did with the $80,000 odd dollars due on it, and you 
had that much to the credit of the Farmers Bank; they drew the money and 
Travers’ debt was paid with that? <A. Yes. 

Mr. Hoperns: I should lke him to verify that; you see this account 1100 
is transferred to new ledger, $80,777.36, and that does not close the account? A. 
This book was in effect done away with and a loose leaf system put in; this shows 
the transfer into the new ledger. Referring to account, to identify it, as F. 2, that 
shows the transfer from page 1100 of the old ledger of the credit of $80,777.36 ; 
Then there is a debit in this same account on December 13th, 1907, $80,777.36. 
Of that $80,777.36 there is a certain amount for accrued interest which was at that 
time reversed. Our books show that. 

Q. When was that paid, December 13th, 1907? A. That is when the entry 
went through there, but as a matter of fact it was paid on March 12th, 1907, but 
the entry did not go through our books, by apparent carelessness. 

Q. Whose apparent carelessness? A. Of the office. 

Q. Is that your explanation of it? A. Yes. 

Q. From March to November it appeared in your books the Farmers Bank 
had a credit with you of eighty thousand odd dollars? A. Yes, but we had their 
cheque for it, and a cheque for the $25,344——— 

Q. You say it should have been paid on the 12th March? A. The 12th 


March. 


*Q. What cheque went through? A. Both cheques, $80,000 and the $25,000. 

Q. That shows $25,344, cheque went through in December; I would like to 
see the cheque? A. It is produced. 

Q. Have you located the $80,000? A. No. 

Q. Does it appear here as a cheque; you see December 13th, cheque $25,344; 
does it appear in F’. 2 as a cheque—it does not appear to me to read that way? A. 
It is marked “ Paid to call loans.” 

Q. There never was a cheque? A. My recollection is there was. I have a 
distinct recollection of that. 

Q. That is just a-cross entry? A. No, I would not say so. 

Q. Did that come from anywhere—is that from call loans or transfer call 
loans? A. No, on a slip——. I should go back and say that in a system such as 
we had in vogue in our office at that time where a cheque came in drawn on the 
Trusts & Guarantee Company in payment of some other item, some item owing to 
the Trusts Company that both the credit as in this case to call loans and the debit 
to deposits would go through on the same slip. 

Q. A slip not a cheque? A. The slip is part of the internal system of the 
Trusts Company. 

Q. Iam not interested in that particular; I am asking whether there was ever 
pecan: for that $80,000? A. I think my recollection is very clear that it was a 
cheque. 

Q. And it was not put through apparently through the books in the way of 
entries till December 13th, 1907? A. It was not put through, no. 

Q. And the cheque has never been seen? A. I have a very clear recollection 
of seeing the cheque at that time, but we were not able to produce that cheque at 
this time, no doubt it was returned to the Farmers Bank. 

Q. Did you ever give evidence to this effect before in the cases you were 
called? A. I do not think I was ever asked the questions in the same way. 

Q. Did you ever give evidence as to that? A. In these cases? 
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Q. Did you ever state there was a cheque? A. I think so, I think that is my 
recollection ; if I were asked a question so as to bring that up, I would. 

Q. What cases did you give evidence in? A, The case of The King v. 
Stratton and Warren. 

Q. And the other case of Warren and Morden? A. No. 

Mr. CoMMIsSIONER: I suppose you think it important, but it does not occur 
to me to be important whether it was done by cheque or cross entry if it was done 
with the consent of both parties. 

Mr. Honerns: That is where we differ as to the consent of both parties. Our 
belief is that it was paid in a totally different way and we think the Trusts & Guar- 
antee Company were made use of, or made use of the bank I don’t know which, and 
succeeded in getting hold of a good deal of their assets by way of securities for 
assistance they should not have given them? A. If we made loans to the Farmers 
Bank we took legitimate securities, and I think we were quite justified in doing so. 

Mr. CoMMISSIONER: My observation was only directed to this one point, that 
the deposit account is closed by an entry showing that they paid the Farmers Bank; 
and the account of Travers is closed also by a corresponding entry to show that his 
debit has been satisfied? A. Yes. 

Mr. COMMISSIONER: 'To my mind it does not make the slightest difference 
whether that was done by a cross entry or by cheques. 

Mr. Hoveins: That does not agree with Travers’ account of how it was paid 
off and when. 

Mr. COMMISSIONER: However, you think it is important. 

Me. Herimvurn: I do not think it is quite fair that statements in reference 
to the Trusts & Guarantee Company should be made by Counsel that would go 
broadcast that we have been making money out of the Farmers Bank illegitimately. 

Mr. Hoperns: I did not make any such statement. 

Mr. HELLMUTH: You made a statement that was certainly derogatory to the 
Trusts Company which I do not think ought to have been made now. A. There is 
absolutely no foundation for the remarks, absolutely none; that is not fair. 

Mr. Hopeins: That depends altogether on your means of knowledge, which 
we can judge from the evidence which you have given? yee think I am closely 
in touch with the situation. 

Mr. Commissioner: I think we had better close that incident and get on 
with the evidence. 

Mr. Hoveins: Had you anything further to do with the loans that were made 
with the Trusts & Guarantee Company to the Farmers Bank? <A. In what way? 

Q. In any way at all, do you know anything about them; were you concerned 
in them in any way? A. That is a very general question; I could only answer that 
by going over the file in connection with each loan and pointing out what connec- 
tion I did have with it. 

Q: -. Do you know anything at all about the fact that the bank commenced to 
deposit with you circulation? A. No, not particularly. 

Q. At some stage? A. At some stage, yes. I know we got circulation at 
some time, at very much later date than we are now discussing. 

What are we now discussing? A. ‘The discussion is now centred upon 
the organization of the Farmers Bank. 

Q. You do not know there was circulation deposited as early as January, 
1908, making up that small loan account which we have been discussing? A. I 
know from our records that bills came in and I also know from my own knowledge 
that our understanding of the source of that money was the notes were being paid 
off and 

Q. Will you say you did know that that account which began in January, 
1908, with the item of $3,655 was Farmers Bank circulation? A. I will say that 
I do know it was bills 

Q. Bank bills? A. Yes, possibly Bank of Montreal. 
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. Who had to do with this in your office? A. Probably it would not be 
noticed. 

If you do not know, does any one else know? A. No, six years ago. 

Mr. Travers has testified to it, and you do not know and nobody else 
knows, there is no object in going into it, are you aware that the Trusts & Guar- 
antee Company arranged to receive deposits at the rate of $1,000 a day in Farmers 
Bank bills? A. At some later date, yes. 

Q. In January, 1909? A. Possibly around that date; I do not place the date 
at all. I know as a fact that we did receive deposits of $1,000 of circulation. 

Q. Do you know anything about the terms on which it was received? A. 
The money came in and was deposited to the credit of the Farmers Bank subject to 
cheque withdrawal by them at any time; the money was used for the purpose of 
paying cheques on ourselves and other items over our counter. 

Do you know anything about the arrangements made under which that 
was deposited? A. Nothing further than I understood it was to provide us with 
circulation to meet our ordinary payments. 

Q. Up to that date had you been unable to provide that? A. Before that 
date we were getting circulation required for the conduct of our business from 
possibly the Bank of Montreal or the Ontario Bank before they failed, or any other 
bank. 

Q. At the same rate? A. There is no rate in connection with it. _ 

Q. This is $1,000 a day? A. Whatever we required we would draw out, 
whatever we required. 

Q. If you do not remember the amount it is of no consequence; I am asking 
if it was at the same rate as you commenced to get it from the Farmers Bank? A. 
We estimated that $1,000 a day would take care of our ordinary demands; before 
that time we would draw probably five or ten thousand dollars at a time and keep 
that money in our till until it was exhausted and then we would replace it by an- 
other cheque. 

Q. Had you anything to do with making arrangements for getting it from 
the Farmers? A. No. 

Q. Who had? A. Mr. Warren, I understand. Jxcuse me, you say did 1 
have anything to do with arranging to get that circulation of the Farmers Banks 
we did not arrange to get it from the Farmers Bank, but they arranged with us 
that we would pay that out over our counter; that is quite a usual arrangement for 
a new bank. : 

Q. Did you have anything to do to make arrangements under which it was 
received? A. No. 

Q. Mr. Warren had? A. Yes, if any arrangement wag made. 

Q. Did he tell you what the arrangement was? A. Yes, I understood we 
were to get $1,000 a day. 

Q. What interest were you to pay on it? A. My recollection is it was first 
understood that we should pay 3 or 314%, but that as we did not get a benefit 
from it which would be in keeping with the benefit they were getting from the cir- 
culation of the currency it was understood later that the interest would be dropped 
and it was dropped. 

Q. How long did the interest arrangement last? A. I cannot recall. 

Q. A short time? A. I think it was a short time. 

Q. After that you paid no interest on it? A. No, they were reaping the 
benefit, we were not. 

Q. You have the same erroneous notion of benefit? A. It is not an erro- 
neous notion. 

Q. You are not a banker? A. I know a little about banking. 
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Q. You are not a banker? A. J do not know what definition you give to 
banking. 

Q. Then I suppose you are not one? A. I have a great deal to do with 
banking. ; 

Q. You had very large deposits had you not with the Farmers Bank? A. 
We had some deposits. 

Q. And they reached quite a very large amount? A. That is a relative term, 

they reached at one time over $100,000. 
Q. Would you call that a large amount? A. It is a fairly large amount. 

Q. Were you getting interest upon that? A. Yes, we got interest on some 
of it or all of it I do not recall which. 

Q. What rate? <A. I think for a time a portion of it, that is the moneys 
to the credit of our company as liquidators of a certain company bore 4% for a 
time and then either 3 or 3 1-2% subsequent to that. I do not recall what our own 
account bore; that is what you might call current account. | 

Q. That lasted all the way through, didn’t it, until you consolidated part of 
itinaloan? A. I do not recall that. 

Q. You were getting interest on your balances all the time? A. I do not 
recall that personally. 

Q. Who does know? A. I can probably find from the books. 

Q. Do you not know yourself? A. I do not recall it; I do recall that we got 
interest on this special account, that is the liquidation account, but as to what you 
might call a current account I do not know whether we got interest or not. 

Q. You might look that up. After the time you ceased paying interest on 
deposits of circulation, if you were receiving interest upon your deposits with the 
bank and the two accounts were pretty nearly equal, you would get very handsome 
interest? A. We were not getting benefit from interest on the liquidation account, 
that is as a corporation; the liquidation account got the credit for that interest. 

Q. No part of it? A. No part of that interest. 

Q. Whatever interest was allocated to that, would go 

Q. And you know you got interest on that? A. Yes. 

Q. And accounted for that to the Trusts? A. Yes. 

Q. As to your ordinary account or savings account? A. That is a matter of 
calculation, it does not appear on the face of our books there. I see certain entries 
for interest, but just what periods it would é¢over I cannot say. It would appear 
from this record that we did get interest on our current account. I have no doubt 
we got interest on it; I would naturally expect we did. 

Q. If you were paying no interest on the amounts deposited with you from 
time to time, which I understand you were using and circulating, and they were 
about equal to the amount the bank owed you, you would be getting pretty hand- 
some profits on the transaction? A. I have explained the principal portion of the 
moneys on deposit with the Farmers Bank to our credit were trust funds in which 
we reaped no benefit. | : 

Q. I would agree to that to the extent of one-half? A. I would think the 
proportion is much greater than that. 

Q. However, let that go; we can easily verify that. Even if that be elimin- 
ated you would be making a pretty handsome profit on the difference, would not 
you? A. In business you expect to get consideration for what you do. We knew 
that the Farmers Bank were making a large profit out of having their circulation 
out; it is a well-known fact that circulation is worth so much to every bank. 

Q. We threshed that out with Mr. Travers and we do not agree to that; at 
all events the matter went on and it was turned into the shape of a loan afterwards, 
was it not? A. In November, 1910, a new advance, a new loan was made to the 
Farmers Bank of Canada for $295,000. 


Q. Yes, but much earlier than that, did not you in the place of having an 
ordinary deposit, did you not have a loan, did you not make them loans? A. They 


2 A. To the Trusts. 
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_applied to us for certain loans, and the security being satisfactory the loans were 
made. 

Q. And on those interest was received? A. Yes. 

Q. Did you at any time turn the current account into a deposit receipt? A. 
We took out a deposit receipt in respect of moneys to our credit with them in 
respect of the liquidation I spoke of. 

Q. You must have had $120,000 in the Hamilton Estate? A. Yes. I am 
just told that our deposit receipt covered both our current account and the Hamil- 
ton account. 

Q. How do you put it now? A. I am told by our accountant who is more 
familiar possibly with that end of it than I was—— 

Q. Who is your accountant? A. Mr. Howard. . 

Q. It would appear you had $64,000 odd to the credit of the Hamilton 
Kstate and $57,000 odd to the credit of your savings account, so that the $120,000 
deposit receipt would cover both? A. Yes, no doubt that is what it was. 

Q. How much did that bear, 4% that deposit receipt? A. I do not recall; 
whatever the bank books show is no doubt right. 

Q. What was the object in making that change? A. I do not know. 

Q. Who madeit? A. That was made by Mr. Warren, or at least I expect it 
was, I do not know about that. 

Q. What was the next transaction dealing with the form of the loan? A. 
That deposit receipt has nothing to do with any loan. 

Q. I did not say it had; I am asking you what is the next transaction with 
them connected with the loan? A. We advanced them $75,000 on certain securi- 
ties and $100,000 in another case. 

Q. They were both prior to this occasion, were not they? A. I do not 
remember the date we got that deposit receipt, so T cannot say whether it was prior 
or subsequent. 

Q. ‘Those were both advancesin money? A. Yes, that is moneys went to the 
credit of the bank. 

Q. Later on after this deposit receipt was given what occurred then? A. 
The mere fact we took a deposit receipt I do not think alters the situation so far as 
the bank is concerned. 

Q. After that what occurred with regard to the loan? A. I attach no signi- 
ficance to the issue of the deposit receipt; therefore I cannot answer your question 
unless you put it differently. 

Q. Assuming the deposit receipt has no significance, did you make any loan 
arrangement with them afterwards? A. I made two loans, the loans I have spoken 
of, and then in November, 1910, we made them an additional advance, a new loan 
of $295,000 in total. That money went to their credit. They issued cheques 
against it paying off the amount due on the $75,000 loan and the $100,000 loan, 
and if I remember they paid off a certain amount that was in deposit with them. 

Q. Are you speaking from your own knowledge or just from the books? A. 
I am speaking both from my own knowledge and from the books. 

Q. Had you previous to that made any loan to them? A. We advanced 
$75,000 to the Farmers Bank of Canada, February 5th, the year is not marked in 
the account here, on the security of 1,200 shares of the American Piano Company’s 
stock preferred. We made a further loan to the Farmers Bank of Canada of 
$100,000 under date of August 5th, 1910, on bonds of the Keeley Mine of the face 
value of $1,000,000. On November 2nd, 1910, we made a loan to the Farmers 
Bank of $295,000. 

Q. What is the date of that loan? A. November 2nd, 1910. 

Q. Had you to do with the negotiation of that loan? A. No, but I was in 
touch with the officers through whom it was negotiated. 


Q. Who negotiated it? A. That was arranged by Mr. Morden, who was then 
our assistant general manager, and Mr. Wilson, who was our solicitor, called in at 
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this particular stage or shortly before it, rather, and possibly Mr. Stratton had 
something to do with it, I was consulted about the loan as it had to do with my end 
of the business. 

Q. On what terms was it put through? <A. Seven per cent interest payable 
on demand. | 

Q. On what security? A. 1,200 shares American Piano Company’s preferred 
stock, 10 Keeley Mine bonds of $100,000 each, and the pledge of course of the 
Farmers Bank of Canada. 

Q. Anything else? A. I just read from the original agreement. The follow- 
ing security: Bonds of the Keeley Mine, Nos. 1 to 10 inclusive; par value $100,000 
each, with coupons attached; and 1,200 shares of the American Piano Company’s 
preferred stock carrying 7% quarterly dividends, and promissory notes and bills 
receivable payable to the bank by customers which notes or bills receivable amount 
to $108,129.70, and are scheduled and delivered by the bank to the company, to- 
gether with any moneys held by the company on deposit or otherwise for the 
undersigned now or hereafter and including also any promissory notes, bills, stock, 
bonds or other securities which the undersigned may now or hereafter deliver to or 
deposit with the Trusts Company.” That is signed by the Farmers Bank of Canada. 

Q. That is the whole security? A. Then they also covenant to repay this 
loan. 

Q. Was that the whole security? A. That was the security for the $295,000 
advance; then we have a demand note signed by the Farmers Bank of Canada for 
a like amount, dated November 2nd, the same date as the agreement. 

Q. Was that the whole security you have mentioned? A. That was the whole 
security for that particular advance. 

Q. So far as you know? A. Yes. : 

Q. So far as was told to you? A. I say positively that is all the security we 
got. 

_ Q. Is it the case there was any Keeley stock? A. There was some Keeley 
stock—no, not in connection with this particular loan, at the time the $100,000 
loan went through, Mr. Warren arranged for a bonus of 25,000 shares of the Keeley 
Mine stock, that to be in addition to the interest called for by the agreement. 

How many shares? A. $25,000. 

Q. What was that for? A. That was as a bonus in addition to the interest; 
that is a consideration to us. 

Q. You were to have that out and out? A. Yes. 

Q. What else with regard to stock of the Keeley Mine? A. That is all I 
have any knowledge of. 

Q. You did not know of any amount of $50,000 of stock? A. Not at that 
particular stage. I know there was stock handed in to the Trusts Company after 
that. 

Q. By whom? A. By Mr. Stratton. 

Q. Held by him how? A. I understood it was in trust for the Trusts Com- 
pany. 

Q. When did you get that? A. I think it was somewhere around that time. 
. About what time? A. About the time of this loan being made or shortly 
afterwards. 

Q. Which loan? A. $100,000. 

Q. That was handed in by him without any reference to the loan? A. Yes, 
I took it that was to be further bonus, not arranged with Mr. Warren, but with 
Mr. Stratton. 

Mr. COMMISSIONER: Bonus or security? A. Bonus. 


(). You said security before? A. It was my mistake, I meant bonus. 
Mr. Hopeins: What became of that when the $295,000 loan was arranged ? 
A. The stock was still in our possession at that time. 
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Q. It would not be considered security for the $100,000 loan or it would have 
been returned? A. We returned it when the loans were finally paid off, because 
we did not consider that any value to us. 

Q. It was not taken in when you made the $295,000 loan as security? A. 
It was not considered by us as security at all, but as a bonus. 

Q. That loan paid off the deposit receipt and interest and the $75,000 and 
the $100,000 loan and $5,000 of savings bank? A. It paid off the $100,000 loan, 
the $120,000 deposit and the deposit account with us, that credit balance of $70,- 
000 that was checked out by them in favor of the Trusts Company as partial pay- 
ment of the $75,000 loan; that left a balance due on the $75,000 loan of the 
principal including interest of $5,000 odd dollars; we got a cheque for that, clean- 
ing it up. 

Q. How much would that leave to the credit of the bank in your books? A. 
$63,000 odd dollars. 

Q. Left $63,000 to the credit of the bank? A. Yes. 

Q. At the time that loan went through what did you know if you knew any- 
thing about the condition of the bank? A. We regarded the bank as being in fairly 
good shape, subject to opposition on the part of other banks, but I think every one 
in connection with our company thought the bank was doing fairly good. 

Q. On the 6th December, 1910? A. Yes; their statements looked good. 

Q. So far as you heard from any of these gentlemen named, Morden, Wilson, 
Stratton, you thought the bank was perfectly solvent and was doing a good busi- 
ness? A. Yes; I do not say they were doing a particularly good business, but they 
seemed to be getting along fairly well considering the position they were up against. 

Q. If they thought different at that time they did not reveal it to you? A. 
I do not think they did think differently. 

Q. -Answer the question? A. They did not. 

Mr. CoMMISSIONER: Who do you mean by they? A. Mr. Morden and Mr. 
Wilson and Mr. Stratton. Any discussion we had, the question of the weakness of 
the bank was never discussed. 

Q. How was that $63,000 in what shape was it? A. That was a deposit to 
their credit. 

Q. Was it in their circulation in your vaults? A. No, I do not think so. 

Q. Do you know what it consisted of? A. That $63,000 was a balance to 
the credit of the Farmers Bank subject to withdrawal by them at any time. 

Q. And they were able to check it up without any trouble? A. With all 
deposits we reserve the right to demand certain notice. 

Q. This specific sum were they able to check it out without difficulty after- 
wards? A. Sometimes they would come down with cheques for say five or ten or 
fifteen thousand dollars, and we would tell them they had not given us any notice 
according to the understanding. 

Q. What was the understanding? A. That was the only difficulty that arose 
that understanding they should give us reasonable notice of all large withdrawals 
so that we could make arrangements. 

Q. I understood you loaned them $295,000 and got security for it, and then 
this $63,000 was the balance to their credit, why should not they draw it out imme- 
diately? A. They could draw it out; as a matter of fact we had a lien on that 
according to this loan agreement I have read. 

Q. Was that the difficulty? A. We kept in mind we had a lien on that ~ 
account, and we would have more than an ordinary say as to how that should go 
out. All financial institutions like to have fairly reasonable notice of all with- 
drawals. The notice was what we had in mind particularly. 

Q. You insisted on the notice? A. No, not in all cases, 

Q. What was the reason in other cases where you did not insist upon the 
notice? A. I do not quite grasp your question. 
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Q. You say you did not insist upon the notice in all cases; what reason did 
you give? A. When we did not insist upon the notice we had lots of money avail- 
able and paid it out; it did not make a pin’s difference to us. | 

Q. You did not ask them for additional security when they came down to 
cash a cheque? A. When they wanted more money than we felt inclined to give 
them we would ask them for more security. 

Q. They had difficulty in drawing this out, this $63,000? A. I would not 
say they had any real monumental difficulty. 

Q. Did they finally get it all? A. They had a credit in the books at the date 
of the failure of the bank, $4,596. It ran through my mind that they drew out all 
this money with the exception of 59 cents at one time. 

Q. That is fine for the liquidator. 

(Mr. G. T. Clarkson, the liquidator, makes a remark to Mr. Hodgins). 

- WITNEss: ‘They had this balance you are speaking of down as low as 59 
cents at one stage. JI heard Mr. Clarkson’s remark; there are two items of $5,000 
each in transit to Calgary; we did not credit those up to the Farmers Bank until 
we got advice from Calgary that they had received $5,000 advising us in effect to 
charge our Calgary branch in our head office books with ys $5,000 and credit the 
Farmers Bank of Canada. 

Q. Those two items were remitted in Farmers Bank acinar AH Yes. 

Q. Were they left in your hands in the Calgary branch at the failure? A. I 
do not recollect; we had somewhere between $5,000 and $10,000 between the two 
offices in circulation. 

Q. At the time of the failure? A. Yes. 

Q. For which you have a claim? A. I think all that cash was distributed, 
nobody had any objection to taking Farmers Bank bills. 

_  Q. You think you got rid of it after the failure? A. Yes, some of it. 


The Commission adjourned at 4 p.m. to 11 a.m. tomorrow. 


Toronto, May 23rd, 1912. 
The Commission resumed at 11 a.m. at Osgoode Hall. 


PRESENT: Hon. Sir William Meredith, Commissioner; Frank E. Hodgins, K.C., 
and John Thompson, K.C., Counsel representing the Dominion Govern- 
ment; I. F. Hellmuth, K.C., representing the Trusts & Guarantee Co. 


EDWARD B. STOCKDALE, Examination continued :— — 


Mr. Hopeins: Did you read through that evidence I gave you? A. Yes, 

Q. And having read that, do you find any reference——? A. I found no 
reference to the loan agreement for $80,000. 

Q. To what you call the hypothecation agreement? A. Yes. 

Q. Have you a copy of it? A. We could not locate that. I had a thorough 
search made for it and we do not seem to have a. copy made of it. I no doubt have 
that loan agreement so far as the production of it is concerned confused with the 
other loan agreement. 

Q. There is one for the $20,000 loan, but I think I am right in suggesting 
that there was no formal hypothecation beyond that letter connected with the 
$80,000? A. I say most emphatically there was. 
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Q. You have, and I think produced yesterday a list of the notes, didn’t you, 
that were hypothecated for the $80,000? A. No, but the evidence shows that a 
list. which I then described as a partial list of the notes given us at that time was 
produced. 

Q. Yes, we have that; I am asking you if you took at that time a list of the 
notes that were hypothecated? A. The letter itself would show there was a list of 
notes at that time; we have no list in our office. 

Qc -deam asking you if you took a list at the time? A. No record of ours, 
because we had the notes themselves. 

Q. Did you take a list at the time of the notes? A. In any record? 

Q. Or on any piece of paper? A. We had a list of notes produced at that 
time shown by the documentary evidence that is already before. this Commission 
furnished us, as I then said in that document by the provisional directors. 

Q. You are referring to that letter of October 11th? A. Yes. 

Q. That you say is the list of notes; have you any independent recollection, 
beyond what you are speaking of as shown by the documentary evidence, that you 
made out a list? A. No, I would say without a shadow of doubt that I did not 
make out a list; I would not duplicate the list produced. 

Q. You would assume from what you see that there must have been a list in 
order to arrive at the total? A. Yes, unquestionably. 

Q. Although you cannot say whether there was or whether the total was 
merely given to you? A. There was a list; the documentary evidence would show 
that; I could not tell of my own independent knowledge; I base my present state- 
ment on the letter, on the receipt produced. 

Om. You think from that there must have been a list? a Yes. 

Q. I thought you produced and said you had a list of notes yesterday, I may 
be mistaken, among your papers? A. No, that is a list made up in our account, 
but that is not a list made up at the time the loan was made. $ 

Q. What became of the notes themselves after the loan was made? A. We 
would hold the notes. 

Q. You held the notes? A. Yes. 

Q. For how long? A. We received altogether $100,955 of notes in respect 
of the $80,000 loan; then with respect to the $20,000 we received $26,500 of notes 
and certain stock; we received $4,250 notes in respect of $2,380 loan, making a . 
total between the notes and the stock I spoke of of approximately $150,000. 

Q. Notes and what? A. That is the notes and the Canadian Loan and 
Savings Company’s stock that was hypothecated. On March 6th, 1907, we returned 
$4,450 of notes; on March 4th we returned $770 of notes; on February 26th we 
returned $32,300, and then in- addition to all this we had Mr. Travers’ own per- 
sonal note for $81, 000. 

Q. Did you have any further returns of notes; just give them in order? A. 
March 12th we appear to have returned the balance of the notes in our possession. 

Q. Amounting to how much? A. This seems to total up to about $160,000. 

Q. That is the amount you returned? A. This is headed up—I am not 
saying that this is what we returned at this time—but this is a list I found among 
our papers headed up in this way: “List of notes, re Travers loan, March 12th, 
1907S 

Mr. CoMMISSIONER: Is the last item a $5,000 note? A. Yes. 

Mr. CoMMIssIONER: That is the same as the list, Exuipit 44. 

Mr. Hopcrns: The question I asked you was, what was the total amount of 
the notes you returned on the last occasion, is that an answer to the question? A. 
That is the best answer I can give you at the moment. 

Q. That is, this list will show as to the amount? A. I would assume 60, | 
although I cannot speak positively from my own recollection. This appears to be 
a list of notes as of that date. 
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Q. This was produced in the County Judge’s Criminal Court as being the 
property of the Trusts Company as produced by the Crown? A. Yes, that is a 
copy of what I have before me; it totals up $166,000. 

Q. Was that prepared for you by the Crown in that case? A. No, it was 
taken out of our files and handed over for what it was worth. 

Q. In whose handwriting is this, “Travers Loan” (at the left hand top 
corner)? A. That was a former employee of ours; I recall the handwriting. 

Q. What was his name? A. I do not recall the name. 

Q. There is struck out of that “delivered to the Farmers Bank,’ and re 
Travers written in pencil? A. That is for our file. (Referring to heading of 
list. ) 

Q. Who did that? A. Part of that is my own writing. 

Q. Which part? A. “Re” and “loan”; and then “Travers” is Mr. 
_ Warren’s writing, at least it looks like it. 

Q. Not yours at all events? A. No. 

Q. I-see there is a mysterious “C” in the corner? A. I do not see anything 
mysterious about it. It looks like a “C”, 

We are interested in that letter just now; there are three notes struck out 
there “F. W. Stair,” “W. J. Lindsay” and “W. R. Travers,” and they appear to be 
deducted in some pencilling at the bottom; do you know anything about that? A. 
The Stair note and the Lindsay note I think related to a different loan, to the 
$20,500 loan and the $81,000 Twavers note; I cannot say why it was struck out of 
that. 

Mr. COMMISSIONER: It was not one of the collateral notes; it was the note 
for the loan? A. Yes, possibly that was the reason for it. 

Mr. Hoperns: What is the $11,500? A. That is the amount of the Lindsay 
and Stair notes. 

Q. Who did this pencilling here at the bottom? A. I do not know; I do not 
recognize the figures. _ 

Q. This was, you say, taken from your file and handed over to the Crown 
Officers? A, Yes, we gave them copies of everything we could find in our office 
relating to the Farmers Bank. 

Q. This is really a duplicate of what you have before you there as the list of 
notes you were telling us about? A. This appears to be a copy of that. 

Q. You have before you a list of the dates at which you returned those notes? 
A. I pencilled that down the other day for my own reference. 

Q. You gave them in reverse order of date? A. Yes. 

Q. Would you say looking at this document of March 12th, 1907, all the 
notes that relate to this $80,000 loan were returned? A. I would not say that, not 
on that, but I would say Mr. Travers would no doubt see that he got all the notes 
back ; possibly he also got that loan agreement back at that time. 

. How much does the total of those three dates you gave me, February 26th, 
March 4th and March 6th amount to? A. They amount to $37, 500. 

Q. And this would amount, if this pencilling is right, to $63,600 (on 
Exuisit 44)? A. Yes, 

Q. That would be about $100,000 of notes? A. Yes. 

Q. And you had originally $100,955? A. So that would practically account 
for them ail. 

Q. On March 12th? A. Yes. 

Q. You had parted with all the notes before April 8th, which appears from 
my recollection of the books to be the date at which that $25, 605.81 cheque went 
through? A. That is the date when the Farmers Bank closed out the deposit 
account you are speaking of. 

Q. Before that date? A. It was ere that date our notes were returned. 
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Q. Did you get back any of the proceeds of that $100,000 note after you 
handed them back to Mr. Travers? A. We got payment of our loan; we were not 
interested further in the notes. 

Q. The deposits of circulation I suppose were kept track of in some account 
in your books; my recollection is it began in January, 1909, or January, 1908, at 
the rate of $1, 000 a day? A. I do not recall the day he commenced; I do recall 
that we got $1, 000 a day at some time. 

Q. You recall the fact that an account was kept of that in your books? A. I 
do not think any account would be kept of it; we would take it in as so much cash 
and it would only form part of our general cash in the till. 

Q. I thought it was credited up to the Farmers Bank in the books? A. The 
amount was, yes. (Turns up book). 

Q. When did it begin? A. It began apparently on January 12th, 1909. 

Q. It is just I suppose in the form of a credit? A. Yes. 

Q. ‘The credit increases every day? A. Yes. 

Q. Will this account show the cheques that were given against it? A. It 
should; it will show their withdrawals and any cheques against it. 

Q. I thought you said that they deposited and that you gave them your cheque 
on the Bank of “Montreal ? ? A. They drew on us the same way as you would draw 
on your own deposit account wherever you had it. 

Q. How did they doit? A. By issuing.a cheque drawn on the Trusts & 
Guarantee Company for so much. 

Q. ‘Would you give them so much money or a 1 cheque on your bank? A. We 

might give them money, but usually we would clear a cheque of that nature by 
giving them a cheque on the Bank of Montreal. 

Q. When did they first draw on that account? A. The first one is August 
30th, 1909. 

Q. What is the beginning? A. 12th January, 1909. 

Q. From then up to August 30th there was nothing drawn from that account 
atcalle HA No. 

Q. The 14th September $50,000; there appears to be quite an hiatus and no 
further drawing for some time apparently? A. Not for some time. 

Q. Till December, $50,000? <A. Yes. 

Q. And three in January? A. Yes. 

Q. And one in February; they do not appear to have been very active in 
drawing for that and getting legals; it ADR ate to have been fairly inactive account ? 
A. Yes, at that time. 

Q. During the first year then they could not have been in need of many legals? 
A. I do not know what they were in need of; we had a deposit to their credit, and 
it was subject to their withdrawal, and when they drew we paid their cheques. 

Q. I thought perhaps you could tell, if not, all right? A. I knew nothing of 
the internal management of the Farmers Bank. 

Q. Will you “let me have, without going over it, just a . list of the dates that 
they so withdrew; you can put that in afterwards? A. All right. 

Mr. CoMMIsSsIONER: Put the first entry on the credit side and the last entry, 
and the withdrawals separate? A. Very well. 

Mr. Hoperns: Just to revert for the moment to that $80,000, did you find 
last night any cheque which you thought closed that? A. No, I have searched for 
that cheque before. 

Q. The mode of dealing between you and the bank was that the bank would 
give a cheque on you and you would give a cheque on your bank, that appears to 
have been followed out in connection with this $80, #00 loan in the cheques we have 
here? A. No, I did not say that before, that is not shown by any evidence. 

Q. I am suggesting this to you, if there had been any such cheque it would 
have been a cheque of the Farmers Bank on you? A. Yes. 
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Q. And then your cheque on your own bank? A. No, not at all; if they 
gave us a cheque on their own deposit account that was payable to us, so that why 
in the world would we issue a chéque on the Bank of Montreal and cash it in out 
of our account down there, and put it back again into the account in the Bank of 
Montreal? 

Q. Look at 57 and 58, I think fhote are the cheques that we traced up yester- 
day in that account which began i in January and ended in April? A. No, this is 
a different account I think. | 

~Q. No? A. Yes, a different account entirely. 

Q. From what? A. From the one we were discussing a moment ago. 

Q. Ispeak of one in January? A. You spoke of circulation account. 

Q. I am speaking of the account I mentioned yesterday, you know the ac- 
count? A. Yes. 

Q. Are those the cheques that deal with it? A. Yes. 

Q. Do those cheques appear to be cheques in the first place, by the bank on 
you? A. Yes. 

Q. And then your cheques in favor of the Union Bank? A. Clearing the 
Farmers Bank cheques drawn on their deposit account with us. 

Q. I asked you if there was a cheque for the $80,000 would not there be one 
cheque of the Farmers Bank on you and the other your cheque in favor of the 
Union Bank to be looked for? A. No, positively not. : 

Q. Then you would not follow the same rule in closing out that $80, 000? Pav AL 
Why should we? 

Q. Ido not know? A. I explained it a minute ago in simple terms. 

Q. Ido not see why if that was the course adopted between the bank and the 

company that you should say now there was one $80,000 cheque to close that if in 
December, 1907, the Farmers Bank would not have given a cheque on you and you 
would not have. given a cheque on the Union Bank? A. The only cheque—we 
give a cheque on the Bank of Montreal, not on the Union Bank as you say now. 
i Q. I mean in favour of the Union Bank? A. To clear a cheque drawn on 
us is when the cheque that is drawn on us is payable to some one other than our- 
selves. If the Farmers Bank had drawn a cheque in favor of the Trusts Company 
on the deposit account with the Trusts Company and the Trusts Company went 
through the same process here, that is of making out one of our cheques on the 
Bank of Montreal payable to ourselves, we would have drawn the money out of the 
Bank of Montreal and turned around and deposited it in the Bank of Montreal. 

Q. What we would expect to find would not be in your company at all, but a 
cheque of the Farmers Bank on you which would be returned to them? A. Viegas 
it is usual to return paid cheques. 

Q. If we do not find any such cheque, there would be nothing in your record 
to suggest; A. We have not got it. : 

Q. That it was paid by cheque? A. Well, it would not be paid by cheque, 
that is it would not be paid to ourselves by cheque on our deposit account in the 
Bank of Montreal. 

Q. Are you familiar enough with the circulation account that you were good 
enough to procure of the entries in, to say whether towards the closing months that 
became an active account? A. I can give you a copy of that deposit account from 
beginning to end, of every deposit account for that matter. 

Q. I quite appreciate that? A. You are terming a certain account circula- 
tion account. 

Q. Are you familiar enough to throw any light upon it as to whether it was 
active or inactive towards its close? A. It was active; that is comparatively 
active; the ledger shows that. 


Q. During the last few months? A. If you mean by active a lot of with- 
drawals, yes. 
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Q. That is what I do mean? A. But there is no account that I identify by 
the name of circulation other than the one I have spoken of here, and that for a 
time the deposit consisted of circulation to my knowledge; but the active deposit 
account that ran through to the time of the failure of the bank was not a circula- 
tion account, because they put in foreign exchange and cheques and so forth as well 
as a certain amount of circulation ; it was a mixed deposit slip. | 

Q. You do not want to give us the impression that circulation ceased to be 
deposited to the same extent in the last few months? A. I am not giving that 
impression at all. 

Q. It still kept up, at its usual current, but in addition to that there were 
other deposits made with you?’ A. There were deposits made with us, consisting 
of circulation, foreign exchange. 

Q. And various other things? A. Yes. 

Q. What I am calling circulation account is i began that way, but other 
matters got in towards the close owing to certain circumstances? A. We had 
‘several different accounts, but they all merged into one another. 

Q. Merged when? A. LEither closed out or merged. 

Q. When? A. Different times, the books would have to show that. 

Q. What was the surviving account, the one called circulation originally? A. 
There was no account in our books called circulation. 

Q. What did you call it? A. We called it ordinary deposit account, the 
account that was in existence at the time of the failure of the Farmers Bank is the 
one that was opened on November 2nd, 1910, by the deposit to the credit of the 
Farmers Bank of $295,000 the proceeds of a loan made at that time. 

Q. Would it be from that date that other things besides circulation were 
deposited? A. I think that would apply to the account generally speaking for the 
last two or three years. 

Q. What would apply to the account? A. That is that there was not only 
what you call circulation but also foreign exchange, other items, cheques and one 
thing and another. 

Q. Will you kindly look at your account and see if you can find anything at 
all that gives the slightest warrant for that assumption? A. It is not assumption 
on my part. 

Q. Itis knowledge then? A. Yes. 

Q. Then point out an item in the account from the beginning until the clos- 
ing months that would show foreign exchange? A. I have a slip here right before 
me dated July 22nd, 1910, showing a cheque of $10,000 which was deposited with 
us. 

Q. That is 1910, and the bank closed December 19th, 1910; you said it woula 
apply to two or three years? A. I would have to hunt through a host of deposits. 

Q. I would be glad to give you the opportunity of verifying that statement? 
A. I will have to look back over these accounts. 

Q. I think you could probably do that later on? A. 1909 there is one ac- 
count here showing I would say from the face of it practically always in the nature 
of what you call circulation. 

Mr. Commissioner: I do not think it is well to take up a lot of time exam- 
ining these things; let the witness inform himself? A. I can say now the 
accounts would show it was circulation up to 1910. I thought it dated back beyond - 
that, but it is 1910 that the other.items apparently commenced coming in. Prior. 
to that the items were very small amounts. 

Q. The time would be just about the item you have given us in J uly, that 
was near the time when the $100,000 loan was made. Going back to the $80,000 
loan was anything supplied to you except the notes? A. I do not recall anything 
else. 

Mr. ComMIss1onER: What does that “ C” in the corner. of one of those docu- 
ments mean? (Exhibit 44). A. That “C” was not put on in our office. I 
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handed these documents myself to Inspector Duncan and I know for a fact that 
was not on then. 

Q. When you handed it to Duncan? A. Yes; I think that is who I handed 
it to in the first place. 

Q. This correspondence shows that changes w were made in the notes from time 
to time, notes withdrawn and others substituted? A. Yes. 


WILSON 8. MORDEN, Sworn, Examined by :— 


Mr. Hoperns: Were you connected with the Trusts & Guarantee Company 
arclg0Gr: 7 Ay Yes, ‘sir. 

.Q. .When did you join it? A. 1st September, 1910. 

Q. What had you been doing previous to that? A. Practising law. 

A). I suppose you knew nothing of the affairs between the company and the 
Farmers Bank till you got there? A. Nothing whatever at that time. 

Q. You interested yourself, however, in the matter? A. Not for some 
weeks, no. I went there on the Ist September and I went there primarily to look 
after the estates and so on, and I went at a time—I commenced my duties at a 
time when Mr. Warren, the general manager, was absent to the Coast, and I simply 
broused about for a few weeks to get in touch with the office and it was not till some 
time in October that I remember the Farmers Bank came to my attention in any 
way there. 

Q. What was your position in the company? A. Assistant General Manager. 

Q. When did you first learn that circulation was coming in on deposit? A. 
I should think about the time that I looked into the general situation, sometime in 
October. I knew from the fact that I drew cheques on the Trusts & Guarantee 
Company from my personal account that I was paid Farmers Bank bills in that 
way. | 

Q. That is prior to your coming there? A. No, at the time after I came 

in; but with the details of the banking I did not know anything about this for 
some weeks. 
. Q. You became aware that circulation had been deposited with your company, 
‘Farmers Bank circulation? A. Yes, I knew they had to use some bills, I knew 
_as a matter of fact the first thing that came to my knowledge was that they were 
paying to customers principally at least anyway Farmers Bank bills. 

Q. You learned they were making regular deposits every day with you of 
their circulation? A. I should say I did, some time in October, yes. 

Q. Had you anything to do withdrawals, cheques sent down by the Farmers 
Bank which had been paid by your company as against the deposit account? A. 
I was occasionally consulted about a cheque, if it was a large amount, the accoun- 
tant would speak to me. 

Q. Who was the accountant? A. Mr. Howard. 

Q. Is he there in the office yet? A. Yes, he is here to-day. 

Q. What was the necessity or occasion of your being consulted? A. This 
matter first took an active shape in my mind at least, about the 14th October. 
‘There was a meeting of directors on that date and as a matter of form the loan 
made on the last of July came up for confirmation, I refer now to the loan I think 
of $100,000; there had been no meeting of the Board apparently during vacation 
months until the 14th October and at that meeting the loan had been made and 
~was confirmed as a matter of form; but the directors at that time expressed a wish 
that the matter of the bonds and so on be looked into ;—I am speaking now of the 
$100,000 loan, and it was after that that I fixed that date in my mind as the time 
1 commenced making any inquiries at all as to the position of the Farmers Bank 
account. 
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Q. What directors desired it to be looked into? A. This loan on the Keeley 
Bonds came up along with other mortgage loans, call loans, for confirmation on the 
agenda that day, and I cannot say what directors particularly spoke of it, there 
were probably six or seven there and in fact it has been said, and I have no doubt 
as a matter of personal recollection myself that some of the directors said they 
would like Mr. Wilson and myself also to look into that loan, it was a large loan 
and to look into the securities, and so on. 

Q. Was anything said at that meeting about a deposit in circulation and 
cheques, the bank were giving as against it? A. No, I do not think anything 
came with the deposit account that time. 

Q. In October, I think I am right in saying, it became a pretty active 
account, they were withdrawing considerable amounts? A. Yes; the week fol- 
lowing the 14th October, I then looked into the position of the Trust Company - 
and the Farmers Bank accounts, I remember that. 

. Can you give us in a few words just what you found? A. I found at 
that time that there was a deposit receipt of $120,000 held by the Trusts & Guar- 
antee Company, issued by the Farmers Bank, and that also there was a current 
account, I mean a current account in the Farmers Bank at the credit of the Trusts 
Company of $5,000 or $6,000—it has been stated here a number of times; I also 
found those two loans, one going back I think to February, $75,000, and the other 
one of $100,000, and I found a deposit account with the Trusts Company approx- 
imately $75,000. I found that position. I looked into those bonds to see if there 
was a solicitor’s letter with them and I mentioned to Mr. Stratton who generally 
came down during the week that there was not any report on them and so on. I 
was looking more into the formal side of the loan. That was the first time I met 
Mr. Travers. I know Mr. Stratton told me he did not know anything about the 
details, and that Mr. Travers could give them and Mr. Stratton and Mr. Travers. 
and myself had an interview I think about the 21st October, with regard to those 
bonds, and so on; that is the first I knew much about the situation. 

Q. Did_you know then that the Trusts & Guarantee Company had a large 
amount on savings deposit with the Farmers Bank and had also deposited large 
amounts of the Hamilton Estate funds there? A. I knew nothing about the 
Hamilton Estate; I knew just what I have told you now on that date, on the 21st 
October, I think it was of the $120,000 deposit receipt, and the $5,000 current 
account. That was the situation then; I did not go back into the account to go. 
through a history of it. | 

Q. What occurred in that interview you had? A. At that interview I 
asked Mr. Travers about the formalities of these Keeley bonds and who was the 
solicitor and so on. I had found the bond mortgage and asked him questions of 
that kind and I think he told me where I would get any information about that; 
and I also told him—I was quite green at the Trusts Company and banking busi- 
ness and I had come into a situation entirely new—I told him that I thought those: 
two accounts should be balanced off. 

Q. Which two accounts? <A. I mean the $120,000 and the $75,000 or 
$80,000; I gave my personal opinion only, and I said I did not think there should 
be those simultaneous accounts, that wherever the liability was it ought to be 
placed. I remember expressing myself in that way to Mr. Travers. The way he 
put it I think Mr. Travers said in his evidence in one place that Mr. Stratton had 
said that I wanted to withdraw the deposit account; it was not that way; I thought 
it was an anomalous position from my personal point of view of having two. 
accounts in that way. 

Q. The bank owing you and you owing the bank? <A. Yes. 

Q. You wanted them set off one against the other and the balance struck? 
A. That is what I suggested at that time; I suggested he should I thought restrict: 
his loans to his customers and adjust this account. 
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Q. You finally did come to some arrangement with Travers? A. That was 
a week later. 

Q. Anything occur in the week? A. No, I do not think I saw Mr. Travers 
in that week, I am sure I did not in fact. 

Q. Were they withdrawing from the circulation deposit account? A. From 
the deposit account, the account will show; I might or might not have been con- 
sulted. Those things went on pretty much as a matter of routine. 

Q. The reason I ask you if you wanted one set off against the other you 
naturally would want to see which one was depleted or altered? A. Frankly 
from my point of view I am speaking now again—I am not the Trusts Company 
or was not the Trusts Company but I was put in a position of responsibility there 
and I was dealing with it with my own light, I thought that that account should 
be drawn down, the $75,000 account, that an adjustment should be made; that is 
my position anyway. 

Q. At all events if there was any application for funds out of that it would 
meet with objection by you? A. I think so, and I fancy—well, the accounts 
will show whether there was any— 

i es It appears when you made the loan to have amounted to about $75,000? 

ares: 

_ QQ. What was the final outcome of it, did you and Mr. Wilson look into the 
matter? A. No, after this general discussion I had with Mr. Travers on the 28th 
October, Mr. Wilson’ was in Toronto; I remember his coming in the office and I 
spoke to him that I had got what information I could about the situation, that the 
directors wanted looked at, and told him now it stood. Mr. Stratton was there too 
on that occasion. Anyway as a result Mr. Travers telephoned for and he came 
down and met the three of us. Mr. Travers in his evidence did not mention Mr. 
Stratton being present. Mr. Travers’ attention was not drawn to it or he probably 
would have recalled it; but Mr. Stratton, Mr. Wilson and myself and Travers were 
present on the 28th. 

Q. And Travers? A. Yes. The whole situation as to the position of the 
two accounts were gone into, I remember—I might say that Mr. Travers wanted to 
maintain an account with the balance as a sort of reserve as he called it, the Trusts 
Company ; he seemed to be under the impression that he was not getting quite fair 
treatment from the other banks, that is the way he expressed himself and I knew 
nothing about that—that circulation was being dumped on him at unexpected 
times, and so on, and that was a sort of safety valve, and that was the object of 
having it— 

Q. You were looking at it from the Trusts Company’s view? A. Yes. 

Q. What did you do finally? A. What was finally done, Mr. Wilson I 
know objected to the appearance rather of mining bonds, but did not quite like the 
look of them, and Mr. Travers said he would give them other security that he 
wanted to maintain a balance there which he could draw upon, and as a matter of 
discussion the general form of that loan was worked out; he had a balance there 
theoretically, but it was not a balance that was available to him at that time owing 
to the position I was taking. Mr. Travers at that time did not feel very kindly 
towards me; he thought I was unnecessarily officious. 

Q. You were not well enough up in banking, that was all. The net result 
of the loan arrangement that was put through, however, was to leave that account 
practically, that circulation account, practically in the same shape, was it not? A. 
It left a balance much the same as the credit of the Farmers Bank, but I say it 
was a balance which they were allowed to draw down, and it left that available 
which before was not available, it was there, it was a credit— 

Q. That is what I say; you put through your loan in the shape we heard 
of and you left Mr. Travers in a position to draw on the account, and it was just 
about the same amount it had been when you took hold of it? A. Only the 
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account as it stood before, owing to my opposition, was not such as could be drawn 
against. 

: Q. And the putting through of this loan got rid of your objections? A. 
It was understood then that he was allowed—I have the authority of Mr. Stratton 
and Mr. Wilson that he was allowed to draw down that $70,000 whatever stood 
to his credit, as a result of our arrangement— 

Q. Roughly speaking, it was $75,000 when the loan was made and after the 
loan was made it was $68,000, according to our figures? A. There may be a 
variation of a few thousand, yes. 

Q. You knew the condition of the bank at that time? A. No, I did not 
any more than my conversation with Mr. Travers— 

Q. Did not Mr. Wilson know it? A. Not from anything he said to me. 

Q. Did not Mr. Stratton know it? A. They will have to speak for them- 
selves. | ; 
Q. From anything they said to you? <A. No. 

Q. Did not you realize the straits the bank was in then? A. I did not 
any more than I asked Mr. Travers at the time I wanted this account balanced— 
he was the general manager of the bank and I had not met him before, but 
I practically said I thought the bank should deal on their own resources larger, © 
and I think should restrict their loans to customers; that is the position I took. 

Q. That is the natural outsider’s view; at all events, you were not aware 
that the bank was in difficulties? _ A. No; I had been outside of the city and 
only knew them as one of the banks, one of the smaller banks. 

Q. The loan that was put through, we have heard it described by Mr. Stock- 
dale that it was $295,000? A. Yes. 

Q. That took up the deposit receipt of $120,000 and eres and the Feb- 
ruary loan of $75,000 and interest and the loan of $100,000 which was made in 
July? <A. Yes. 

Q. And $5,000 of what is called the savings bank account, Mr. Wilson’s law 
costs and left the credit I have spoken of of about $68,000? A. I think that is 
the way. There was a cheque issued for the $295,000, I remember. 

Q. After that were they allowed to draw readily? A. Yes, sir. 

Q. No objections made? A. No, of course it was a disappointment when 
they drew, I must say; I mean calling on you for $75,000 or $70,000; it was not 
something that you really anticipated from what Mr. Travers said. He said, 
“This is getting on to the fall of the year, and my farmers will be depositing and 
so on, and then the account will grow up”. : 

Q. Nothing was said about moving crops? A. I have heard that story 
somewhere in the papers, I think. 

Q. How did you let him have this $68,000, did he draw practically daily? 
A. That, according to my recollection, it came in the course of the next ten days. 

Q. And in answer to his demands you shipped a considerable amount out 
West? A. I had nothing to do with that, I did not know anything about that. 

Q. Who had to do with that? A. I do not think anything left our office 
for the West. | 

Q. Mr. Stockdale said so, I thought? A. I think if you inquire that was 
sent direct from the bank; the Farmers Bank sent direct to Calgary—I have 
learned a lot of this since, I did not know of these details. 

Q. Am I right in assuming your evidence is, so far as you are concerned, 
you sent nothing to the West; you gave it to them and what they did with it was 
their own business? A. No; I honored cheques on the Farmers Bank on this 
$68,000; I did not give it to them. What was sent to the West was not the pro- 
ceeds of their cheques on the Trusts & Guarantee Company, as I understand it, but 
those packages of their own circulation. 
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Q. That is what I wanted to get at; I understood it was circulation they got 
back from you? A. No, as far as I knew anything about the circulation— 

Mr. CoMMIssIonER: If you do not know anything about it, there is no use 
telling us. 

Mr. Hopeins: Who could tell us whether that is the case or not; who 
would have been in the office that would have known? A. I think Mr. Howard 
ought to know. 


c 


HORACE A. HOWARD, Sworn, Examined by :— 


-Mr.-Hoperns: You are now in the employ of the Trusts & Guarantee Com- 
pany? <A. Yes, sir. 

Q. When did you join them? A. I joined the Trusts Company at the 
end of 1907. 

Q. In what capacity? A. Well, when I first went with the company I had 
no particular capacity, but in the beginning of 1908 I was appointed accountant ; 
] have been accountant ever since. 

Q. You were just attached to the office without any designated duties pre- 
vious to that? <A. Yes. 

Q. What was Mr. Stockdale’s position when you joined? A. Mr. Stock- 
dale at that time, I think, was assistant manager. 

Q. Had you, up to the time you were appointed accountant, anything to do 
with the Farmers Bank matters? A. No. 

Q. Did you know as a matter of knowledge there was circulation being de- 
posited with you daily? A. No, I do not think there was any circulation being 
deposited at that time. ; 

Q. Which time are you speaking of? A. When I first joined the company. 

Q. Take the time you were appointed accountant, was it then they com- 
menced to deposit? A. No, there was nothing then. 

Q. It was after you were appointed? <A. Yes. 

Q. At all events, what was your position when they commenced to make 
these deposits? A. I was still accountant. 

Q. Can you tell us what the course of dealing was between the two; generally 
speaking, the money would come in daily and when they wanted to draw against 
it, did they send over a cheque? A. Yes, the bank’s manager would bring down 
a deposit in the ordinary course of business; it would be credited to their deposit 
account ; when they wanted money out they presented a cheque to us, and it was 
in due course paid by a cheque of our bank. 

Q. Was any difficulty made down to the middle of 1910, in paying any of their 
cheques? A. I do not remember*of any difficulty, I think that we paid every 
cheque that they presented. 

Q. Do you remember any difficulty arising about July, 1910? <A. No, I 
do not remember any specific difficulty at any time. 

Q. You never knew that there was any objection to honoring their cheques ? 
“A. The only objection, there would not be an objection at all—it is a rule in our 
office that a cheque for any large amount usually must be shown to the manager, so 
that he can see where our money is going and how much of it. 

Q. That is not the sort of objection I am speaking of; that would not call 
Mr. Travers down from the bank to urge the payment of the cheque? A. Oh, 
no, I do not know that. 

Q. Was it your duty to see that the two accounts, that is what the bank had 
to the credit of the Trusts Company and what the Trusts Company had to the credit 
of the bank, were kept fairly even? A. Oh, no, I was not responsible for that. 
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Q. Who would be the one to look after that? A. That would be a matter 
for the manager. 

Q. If the cheques were coming in from time to time reducing the account, 
would not that be in your department? A. So far as the records were concerned, 
they would be. 

Q. Did you have a custom of reporting daily to the manager on that subject? 
A. No, we did not report daily. | 

_Q. How would he learn that the accounts varied? He would learn by ask- 
ing me, and I would give him the information. 

Q. If he came and asked you; but you had no system of reporting to him? 
A. No. 

Q. And you kept no account to see that they did not vary, but they were 
kept fairly even on each side? A. No, I kept no record except that the books 
showed each day what the balance of each account was. 

Q. Do you know anything about the transaction of July, 1910, the $100,000 
loan; do you remember that going through? A. I put the entries through. 

Q. Had you any information other than what you were told? A. No. 

Q. Did you not know of any objection to honoring cheques of the company 
until quite late in the year 1910? A. No, there was no objection. 

Q. That would be right down to the time Mr. Morden came in? A. Yes, 
the only time, and I do not think that it could be considered an objection, was at 
the time after the $295,000 loan. 

Q. That is what Mr. Morden speaks of; he puts it before the $295,000 loan 
that when he came he was the one who did the objecting? A. I did not know 
anything about that. 

Q. Was any one else objecting that you know of? A. Not that I know of. 

Q. It was after the $295,000 loan that you heard objections? A. Yes, the 
only objection. 

. What was the objection and who made it? A. Well, I do not remember 
the details of the thing, but as I understood the balance that remained at the credit 
of the Farmers Bank was not to be withdrawn or only withdrawn on the order of 
the management. 

. By permission? <A. Yes. 

Q. And that was adhered to? <A. Yes, sir. 

Q. Do you know when the cheques came in how they were paid after that 
time? A. They were almost invariably paid by a cheque on our bank. 

Q. Did any circulation of the Farmers Bank go back? A. Back to the 
Farmers Bank? 

Q. Yes? A. No, I do not think so, not at that time. 

Q. Would you know? A. Yes. 

Q. You do not recall any? -A. I do not recall any, I do not know that I 
have any way of finding that out either. 

Q. ‘There were packages sent to your Calgary office and Mr. Morden suggests 
they were sent by the bank; I want to find out if they were got back from you to 
the bank? <A. No, they did not get anything back from us. The way that Cal- 
gary matter was worked, the bank would ship $5,000 to our Calgary office; as soon 
as our Calgary office received it they would notify us by letter, and we would then 
know we had received the money and I would give the bank credit for that; but we 
did not give them back their bills; we simply gave them credit in their deposit 
account. 

Q. That is probably the way it was done; I wanted to be sure it was so done 
after that last loan? A. Oh, yes, in fact I do not remember any occasion when 
we gave back the Farmers Bank any bills for any Calgary remittance. 
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Q. You used them I suppose in the ordinary course of business all the time 
when they were deposited there in paying out over your counter? A. Yes, we 
were paying them out every day. 

Q. Were you getting circulation from any other bank or was it confined alto- 
gether to this and what would come in over your counter from clients? <A. We 
might possibly have got an odd lot from the Bank of Montreal; I would not say we 
confined ourselves absolutely to Farmers Bank bills, because I don’t think we did. 

Q. The bulk was Farmers bank bills? A. Yes. 


i ® 


VICTOR BURK, Sworn, Examined by :— 


Mr. Hopetns: What connection had you with the Farmers Bank? A. I 
was accountant in the Farmers Bank from July, 1910; before that, other positions 
in the office. 

Q. You became accountant in July, 1910? A. I think around there. 

Q. What had you to do with the deposit account and the circulation with the 
Hae Company? <A. I made nearly all the withdrawals and a number of the 

eposits. 
Did you do that before July, 1910? A. Not to my knowledge. 
From that on you did? A. Yes, sir. 
Were you there up to the failure of the bank? <A. Yes. 
You were teller for a short time and previous to that you were discount 
clerk? <A. Yes, sir. 
Q. “And while you were paying teller you made up parcels for deposit, did 
you not? A. Yes. 

Q. And after the 15th when you became accountant you took them down your- 
self, did you not? A. ‘he majority of them. 

Q. The deposits were made regularly were they not? A. Every day I 
believe, with few exceptions. 

Q. And how about the withdrawals from July on? A. Whenever we needed 
the money. 

Q. Did you need it fairly often? A. Fairly often. 

Q. Weekly or monthly occurrence? A. Practically a daily occurrence. 

Q. What would you take down? A. Well different things from July on. 
There was the circulation to a certain extent and then we sold them exchange and 
cheques on other banks and sundry bank bills. 

Q. Always maintaining the same amount of circulation, your own circulation ? 
A. It varied; I know one occasion when they got too much, we cut it down to $500 
a day, other times, it was $1,000. 

Q. Who used to go down with the cheques for the money you wanted to get 
back? A. I used to go down. 

Had you any difficulty in getting them paid? A. I could not say diffi- 
culty, but I had sometimes long waits; I do not know what the matter was. 

Q. Did that occur often? A. I could not say; some days I would get it 
easy enough and other days I would have to wait; I could not say how often it 
occurred. 

Q. Were you the only one who went down with cheques? A. From July, 
I think so; there may have been some days when other people, went down, I do not 
remember. 

Q. Was not Dennis? A. He was accountant before July; in July he was 
transferred to a branch. 


Q. Who made the difficulty when you went down that required you to wait? 
A. I could not say that; I saw Mr. Howard and he did the transactions. 


OOOOH 
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Q. Did you report to Mr. Travers the difficulties? A. On one occasion 
Mr. Travers had to come down. 

Q. On only one occasion so far as you know? A. As far as I know, I 
know of one occasion. 

Q. Is that the only time you reported to him? <A. Yes. I called up Mr. 
Renshaw and told Mr. Renshaw about it and he presumably told Mr. Travers and 
Mr. Travers came down. | 

Q. Was that the only occasion from July to the failure of the bank? A. 
That is the only one I can recall. 

Q. If that is the only one you recall, it would just come down to that one 
item, would not it? A. They may have telephoned th Travers and arranged it 
over the telephone, I could not say that. 

Q. ‘There is no one else we could look to to tell us. You used to draw out 
from July pretty large sums didn’t you? A. Yes, sir. 

Q. How often did you send circulation to Calgary? A. I think about 
every month for a while until the Calgary office got stocked up and we did not send 
any more. 

Q. Is that the office of the Trusts Company? <A. Yes. 

Q. You used to make up parcels and send them off? A. Our teller made 

them up. 

= Q. That was in addition to the deposits with the Trusts Company here? A. 
es. 

Q. After the loan of October of $295,000 was made did you still go down 
with the money after that? A. Yes. 

Q. Had you any difficulty then? A. Well, not as long as our balance kept 
up to a proportion, but after we had to send down exchange— 

Q. What do you mean by your balance kept up? A. I think we had about 
$70,000 after that transaction went through; I think we were allowed down to about 
$20,000 or $30,000, and after that we had to send down exchange. 

Q. Why? A. I could not say that. 

Q. If you had $20,000 there, or whatever you had, why could not you draw 
it? A. Because we wanted $20,000, sometimes we would draw $20,000 a day, so 
that if we did not take it one day we would probably need it the next. 

Q. What was the object of depositing these to draw on? A. So that we 
could pay the clearing. 

Q. Was money sent to Calgary after that loan was made of $295,000? A. 
I could not say that; our parcel book will show that. 

Q. Did you ever get back your own circulation from the Trusts Company? A. 
I believe we did; I made up a circulation report which ought to show, the time 
before, the amount we sent down there and the amount we got back. 

Q. When did you make thatup? A. I made that up at the time of the other 
trials for Inspector Duncan. 

Q. What trial do you remember it was used at? A. I do not think it was 
used ; it was made up for his convenience. 

Q. If we can find that—? A. It will save going through all the books? 

Q. You could probably identify that if I were to send it to you? <A. Yes. 

Q. And getting them back were they given to you back in open packages or 
loose or closed packages? A. We sent circulation down there and we sent it, J 
remember one package contained about $15,000,—that package had to be broken 
when we got circulation back. 

Q. Do you remember from that statement you made out, have you a recollec- 
tion of how much the total was of what you got back? A. No, I have not, sir. 

Q. Would it be more than $15,000 or $20,000? A. I could not say; | 
know our circulation was up to the limit and we had to get it back, but how much 
I could not say. 
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HENRY A. C. RENSHAW, Sworn, Examined by :— 


Mr. Hopeins: What was your connection with the Farmers Bank? A. 
Manager. 

Q. Manager of what? A. Of the Toronto Branch. 

.Q. When? A. I think it was the latter end of September, 1909. 

Q. And all through 1910 until the failure? A. Yes, sir. 

Q. What do you know about this deposit of circulation with the Trusts Com- 
pany? A. There was an arrangement we sent down $1,000 of it every day of 
our own notes. 

Q. In addition to what was sent to Calgary? A. Yes, sir. 

Q. Did that continue for any length of time? <A. Yes, sir, right up to the 
suspension. 

Q. All the time you were there? A. Yes, sir. 

Q. Who would take the circulation down? ns Mr. Burk, the accountant ; 
that was after July, 1910; previous to that, Mr. Dennis. 

Q. Who is Mr. Dennis? A. He was the accountant; he was transferred 
to Norval as manager. 

Q. If you wanted to draw, who would take down the cheque? A. Mr. 
Burk. 

Q. Was there any difficulty in getting cheques cashed when you wanted -cir- 
culation? A. Yes, sir, there were at times. 

Q. How often? A. I could not say; well, possibly six times; I could not 
say. 

Q. How did the objection reach you? A. Mr. Howard would telephone 
me, that is the accountant. 

Q. To what effect? A. He did not know whether he would be able to 
supply us with a cheque that morning. 

Q. What was the reason? <A. Our account was low. 

Q. Did he mean there was not sufficient funds for the cheque? <A. Yes, sir. 

- Q. Would that be the case? A. We had the funds there; the account at 
this time would be about $70,000. 

Q. What was the amount of the cheque? A. They would vary from 
$5,000 to $20,000. 

Q. What did he mean by saying it could not be paid; there were not suffi- 
cient funds; you had plenty to your credit, hadn’t you? A. Yes, sir. 

Q. Did he explain what the objection was? A. No, sir; not to me. 

Q.- Did you understand what the objection was? <A. No, sir. 

Q. He gave you no reason? <A. Well, he would say either the general man- 
ager was out; he could not get it, or we would have to see him about it. 

Q. What did you do, report to Mr. Travers? A. Reported to Mr. Travers. 

Q. Did you ever go down yourself and make arrangements? A. I think 
Mr. Travers sent me down once, if I recollect. 

Q. Who did you see? <A. I saw Mr. Warren and Mr. Stratton. 

Q. And what took place between you? A. I forget what the conversation 
was. 

Q. You went down to get money? A. Yes, sir. 

Q. And they were not anxious to give it to you? <A. No, sir. 

Q. Did they give you any reason why they would not? A. Well, yes; I 
have forgotten what the reason was now. 

Q. Did you get it in the end? A. Yes, they decided to give it to me. 

Q. Did they look up the accounts as between you and the bank? A. Not 
then; not before me. 

Q. Did they say eh Marae about the amount the. bank owed them? A. I 
do not recollect. 


Q. Did they say anything about the amount they owed the bank and com- 
pare thetwo? <A. No. 
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Q. Do you know anything about the return of circulation? A. No, sir; 
there was some returned, but not very much. : 

Q. I suppose that is all you know in the matter? A. That is all. 

Mr. HettMutH: Mr. Hodgins, will you ask Mr. Renshaw whether the cir- 
culation that was returned was because the bank had exceeded their circulation 
and had to get it back. 

Mr. Hopeins: How was that? A. I think that was the reason it was got- 
ten back. 

Q. When the circulation was got back they had exceeded their circulation ? 
A. Yes. 

Mr. HELLMuTH: What they were authorized to circulate. 

Mr. Hopains: They got back this from the Trusts Company? A. Yes. 

Q. How would that help the situation; do you mean exceeded circulation, 
including this from the Trusts Company? A. No, sir. 

Q. This deposit with the Trusts Company was not treated as circulation? A. 
What is that? 

Q. What you had deposited with the Trusts Company, was that treated as 
being in circulation? A. Oh, certainly. 

Getting it back would withdraw it from circulation, that is the idea? A. 


© 


Yes. 
And that only occurred on one occasion? A. To my knowledge. 
When was that? A. I could not recall the date. 
Just about? A. I should judge it would be September, 1910. 
And that never occurred again? A. Not to my knowledge, sir. 
I wish to ask you another question, at Mr. Travers’ suggestion: what 
were the size of the bills that were got back from the Trusts Company? A. I 
did not see them, but I think it was twenty-fives. 
Q. What was done with them; were they sent to Calgary? A. I do not 
remember; Mr. Travers said they were, but I do not remember. 
Q. Were they large bills? A. Yes, sir. 
Q. That were got back? A. Yes, sir. 
Q. Or were sent to Calgary? <A. It would be small circulation sent to Cal- 
gary, mostly five’s; I think the parcel made up $3,000 in five’s and $2,000 in ten’s. 
Q. You are speaking of this circulation what was got back from the Trusts 
& Guarantee Company? A. ‘Those were large bills; I understand they were 
twenty-five’s. . 


SELLE 


FREDERICK M. HOLLAND, Sworn, Examined by :— 


Mr. Hoperns: What is your occupation now? A. I am general manager 
of the Dominion Permanent Loan Company. 

Q. . Were you its manager on the 26th February, 1910? A. Yes, sir. 

Q. Did you have an arrangement with the Farmers Bank to take deposits 
of circulation? A. Yes. 

Q. That began, did it, about February, 1910? A.. No, it began on January 
15th, 1910. 

Q. What extent was deposit made with you? A. They deposited $500 a 
day. 

Q. For how long? A. And they would draw it out at the end of each 
month. 

Q. How long did that go on? A. Right up till the bank closed; they 
deposited $500 a day and we paid out the money; we paid them no interest and had 
ten days’ notice of withdrawal. 
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Q. The arrangement that they were to have no interest was at whose sug- 
gestion, at their suggestion? A. I think it was at mine. 

Q. I have a letter here from Mr. Travers: “ Re our conversation of to-day ” 
—? Is that Mr. Travers’ letter? 

. Yes; perhaps you have it February 26th? <A. It is signed Mr. Ren- 
shaw, the letter I have. 

Q. Yes, that is the one; how did this letter come to be written? <A. Mr. 
Renshaw saw me about it, and they wanted 2% interest, and I told them I would 
not give them any interest. 

Q. Why? A. I wanted to make all the money I could. I thought I could 
get the money without interest and so I made an effort and got it. 

Q. You judged from the conversation that this was a convenience for them? 
A. I knew it was a convenience to them and a profit to us, 

.Q. You refused to give interest? A. Yes, sir. 

Q. This letter says: “ We wish no interest on this deposit”? A. That 
was in answer to my intimation. 

Q. His way of putting it? A. Yes, that I would not give any interest. 

Q. They thought it better to fall down gracefully? A. Yes. 

Q. You paid it out over the counter and they drew it out, you say—? A. 
We paid any demands made on us—you see we used about $1,500 a day circulation, 
we have to get from some bank, and we paid out theirs over the counter and got 
the rest from other banks. 

~Q. What do you mean by saying they drew it out at the end of the month? 
A. They would draw a cheque on us and we would give them a cheque on the 
Imperial Bank for the balance. 

Q. The balance would be just the $500 a day? A. Yes, sir; you see here, 
take for instance the 29th of January, their balance was $6,500; they drew out 
$6,000; at the end of April it was $13,000, and drew it all. 

Q. How much did they deposit with you all told? A. I have the record 
here, but it will take me a long time to make it up. 

Mr. COMMISSIONER: $500 a day? A. Yes, for about a year, but the ac- 
count was squared at the end of each month within $500. 

Mr. Hopeins: How did they come to make that arrangement with you; 
were you connected in any way with the Trusts & Guarantee Company? <A. No, 
sir. 

Q. Were you at that time? A. No, sir. 

Q. Are any of the directors of the one company on the board of the other? 
oy OS,> SIT; 

Q. Do not the Trusts & Guarantee Company hold the largest amount of 
stock? A. In our company? 

Q. Yes? A. Well, I do not think they have a share. 

Q. How are they connected? A. Not connected in any way; I hold about 
ten shares of their stock; that is about the connection. 

. Are you a director of the Trusts & Guarantee Company? A. No, sir. 

Q. Were you then? <A. 1910? 

Omoy eg rei A. No, : 

Q. What members on your board were on the Trusts & Guarantee Company 
board? <A. Mr. Stratton, Mr. Karn and Mr. Kloepfer. 


Q. Who introduced this matter to you of the Farmers Bank? A. It was 
introduced to me by Mr. Warren; one day I was talking to him and he says, “ Why | 
don’t you do something, you are paying out money every day, different banks, why 
don’t you make them deposit with you?” I said none of them had shown any in- 
clination so far and he says, “I think the Farmers Bank would do it”. I said, 
“Tell them to come and see me”. That was the end of it as far as he and I were 
concerned. 
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: Q. ‘That is how it arose? A. At least I presume so, because Mr. Renshaw 
came to see me. 

Q. Had Travers any stock in your company? A. No, sir. 

Q. There is some stock of the Dominion Permanent mentioned in connection 
with one of these loans? A. That if I remember rightly was some stock which 
Mr. Travers bought out one of our shareholders, got him to trade for his stock; I 
do not know whether they hold it now or not, but I think they did at one time have 
a few shares; in the same way they got’some of our debentures. 


DUNCAN 8. MACCORQUODALE, Sworn, Examined by— 

Mr. Hopeins: Do you believe in the binding nature of an oath? A. I 
believe every person should speak the truth on_all occasions. 

Q. Do you believe in the binding nature of an oath? A. I do. 

Q. The oath you have taken? A. Yes. 

Q. Were you selling stock for the Farmers Bank? A. Yes, I sold a little. 

Q. Who were you working for? <A. I think the matter was introduced to 
me first by the provisional directors. 

Q. Who were you working for in selling the stock? A. That is to say who 
paid me? 

Q. Yes? <A. Mr. Travers, anything I got, I got from Mr. Travers. 

Q. Who employed you to sell it, Lindsay? A. No. 

Q. Who did? A. I think the first I sold, I think it was at the instance of 
the provisional directors and afterwards Mr. Travers gave me authority to sell. 

Q. You had no authority from Lindsay to sell? A.+ No. 

Q. You were not his sub-agent in any way? A. In no way; I may say 
after a certain period when I wanted to sell more, having made one fairly good 
sale as I thought I began to think I could sell stock and I spoke to Mr. Travers 
about it and he refused to deal with me, referring me to Mr. Lindsay, saying that 
it was entirely in his hands, and Mr. Lindsay refused to give me any stock to sell. 
at what I thought a fair commission, and so we did no business. 

Q. You subscribed for stock in this bank? A. Yes. 

Q. How many shares? A. One share. 

Q. Ever pay for it? A. No, I expected to pay for it out of commissions. 

. There were three of you, three of the same name subscribed for one share 
each? A. Yes, I subscribed for one. 
Just at the closing moment, was it not? A. I cannot say now just 
when it was, it was some time ago and I am not as young as I was. 

Q. Were you intimate with Lindsay? A. No, only met him there at the 
bank. | 
Q. At what bank? A. At the premises down on King St., at the North 
American Life when their offices were there. 

Q. ‘The offices of the bank? A. Yes, the offices of the Farmers Bank. . 

Q. What was the occasion of meeting him? A. I went to the bank because 
I was acquainted with some of the provisional directors, one of whom I had known 
since he was practically a boy. 

Q. What did you and Lindsay do then? A. Lindsay and I did not do any- 
thing. 

Q. Lindsay says you did? A. J had no trade with Lindsay at all. 

Q. Did you ever go down with Lindsay to the bank towards the foot of 
Yonge St., the Traders Bank? A. Yes, I met him one day and he asked me to 
take a walk. 
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Q. Where did you meet him? A. I think I met him about the corner of 
Bay and King on the street. 

Q. Were youinahurry? A. No, apparently. not. 

Q. Going anywhere? A. He asked me would I take a walk, and I walked 
with him and we went down Bay St. to Front, and along Front St. to the Traders 
Bank; he went in. e 

Q. Just strolling along leisurely? A. Went along leisurely, he went in 
there and he had some transaction with the teller or bank official. 

Q. What was it? A. He drew some money. 

Q. How much? A. I do not know. 

Q. Did you see the bills? A. I saw them being handed out, but I stepped 
a little aside, it was not my business and I was not curious; I noticed they were 
- large bills; I think they were about fifties he got, I do not know. 

Q. How did you notice that? A. I was looking, I could see them handed 
out, but how many he got I do not know. 

Q. What did he do with them? A. He rolled them in a roll and put them 
in his pocket and then he walked up and went to the bank; at this time it was in 
the Stair Building; we went in there and my recollection of it is he handed a pack- 
age—I supposed it was the money he had had in his pocket—he handed a package 
to Mr. Travers. 

Q. Who else was there? A. I do not know who was there. There were 
two or three offices, Mr. Travers as I recollect it was in front of the door, as we 
- entered a general lobby, a general open space there in front, and I think Mr. Shaver 
had an office to the west of that. 

Q. Was Dr. Nesbitt there? A. I did not see him. 

Q. What room did you and Lindsay go into? A. Entered the front room. 

Q. Whose room is the front room? A. We entered one general room, and 
these offices were off that room. 

Q. It was the general room you went into? A. Yes. 

Q. Sit down? A. I could not say whether we sat down or not; I had a 
habit of going in there often because I was wishing to get shares to sell if possible 
and naturally gravitated there on a good many occasions when there was no busi- 
ness of any kind for me at all. 3 

Q. Did Lindsay ask you to accompany him? A. He asked me to take a 
walk. 

Q. After you got through taking a walk and getting the money did he tell 
you to go back with him and tell you he wanted you to be a witness? A. He did 
. not say so. . 

Q. Did he invite you back to the bank? A. I cannot say he did; I went in 
with him and went out with him and we discussed some matters; I don’t know 
what they were. 

Q. How long did he stay there? A. At the bank? 

Q. Yes? A. At the Traders Bank? 

Q. No, at the Farmers Bank when he got back? A. I do not think we were 
there over a few minutes. 

Q. Was Travers the only one yousaw? A. I cannot say whether I saw Mr. 
Shaver or Mr. Fitzgibbon; I frequently saw them, but I do not know whether I saw 
them then or not. 

Q. You saw Lindsay hand a package to Travers? A. Yes. 

Q. Quite sure? A. Quite sure, certainly, no doubt. 

Q. You know what it was and what was init? A. I inferred it was the 
money he got down at the other bank, but I could not swear as to whether it was 
money or not. 

Q. Was Lindsay talking to you about this the last few days? A. Yes, 
Lindsay talked to me about it before he was on trial for conspiracy asking me if I 
recalled the matter of our having taken a walk. 


‘ 
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Q. What else? A. He asked me if I recalled our going down and getting 
the package and coming up to the cther place. 

Q. And paying it to Travers? A. Yes, he did. 

Q. You told him you did remember? A. I told him yes, I recalled it, 
because I might say that it was the first time I had seen such a large wad of money 
in the hands of one individual that was not behind a bank railing. 

Mr. COMMISSIONER: You speak of handing a parcel, what do you mean by a 
parcel? <A. It was something, I do not know whether he had a wrapper around 
it or not. 

Q. Something wrapped in paper? A. I could not say whether it was 
wrapped, in paper or not. 

Q. Could you not see if it was bills, you could tell? A. I was not there to 
watch. - 

Q. You saw it pass from hand to hand you say? <A. Yes, but I did not 
think I should be called on. 

Q. What do you mean by calling it a parcel and not knowing whether it was 
money, would not you know it was money if you saw it? A.* I would know if I 
saw it now. 

Q. Would not you know if you saw it then? A. I would know, but I 
cannot recall further than he pulled something out of his pocket, and apparently | 
the same pocket he had put it into when he left the other bank. , 

Q. Was it put in a parcel at the Traders Bank? A. I think he rolled it up 
and put a wrapper around it quite a large package. 

Q. It would not be a very large package if you are right about the number of 
bills, one hundred fifty-dollar bills would not be a very large package? A. It 
was so large that it drew my attention when I saw him getting it. 

Mr. Hoperns: What did Lindsay say when he handed this over? A. I 
do not know what he said, 

Q. Did he say anything? A. Ido not know what he said, I could not say; 
my interest was to sell stock. | 

Q. How long was he there with Travers? A. Ido not know, a few minutes; 
I think Travers proposed to go out and have a cigar or something on the head of it. 
‘ Q. Did you go? A. Yes, went down to the place on the other corner opposite 
the bank. . 


The Commission adjourned at 1 P.M. to 2 P.M. 


The Commission resumed at 2 P.M., May 23rd, 1912. 
DUNCAN 8. MACCORQUODALE, Examination continued: 


Mr. Hopérns: You received ‘something like $1,080 in commissions? A. 
Yes, probably a little more; I am not sure. 

Whom did you get those from? A. I had only one large one, that was 
Mr. Devean, that would be 200 shares. 

Q. Who paid you those commissions? A. Mr. Travers; I cannot name the 
whole of them; I can recall some. 

Q. Jam not asking you anything more about it; what do you know about how 
Dr. Beattie Nesbitt became President? A. We were in the bank, the office prem- 
ises on King St. one day. 

Q. You and he? A. We, I was and Mr. Travers and Mr. Lown and Mr. 
Smith, I do not know who all were there, and the question of Colonel Munro being 
made President, Mr. Travers seemed to think that somebody who had more business 
advantages than he would be better as President and I recollect suggesting Dr. 
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Nesbitt because of his at that time strong pull apparently with the Government and 
the Tory organizations in the City; I suggested he would be a good man to bring 
in business. 

Q. How long before the organization meeting was that? A. That was 
when we were on King St. 

Q. How long before November, 1906? A. It would be some time in the 
summer or fall, August or September something like that, it was before they moved 
their offices u . 

Q. And that suggestion was not accepted? A. The suggestion was made 
to Mr. Travers. . 

Q. And it was not accepted? A. It was accepted by him. He says, “ Who 
is he and what does he do”? He seemed to me not to know him, and finally 
he seemed to have much doubt of my being able to negotiate it, but I undertook to 
see Nesbitt about it and I saw Nesbitt in the Registry Office and the result of a long 
talk was that he would like to see Mr. Travers. The result of that was that after a 
time I went with Mr. Travers up to the Registry Office and introduced the one to 
the other and I remained in the outer office while they went in to have a talk about 
it. Later I arranged a meeting at the Queen’s Hotel between the two. Later I 
arranged another meeting and I think Mr. Travers had left the Queen’s by that 
time; finally they made their arrangements together; Dr. Nesbitt would not sign 
for me, my interest was in getting-a commission, he would not sign for me, said he 
must discuss the thing with the Manager, he would know if he would ‘be able to 
give sufficient time to perform his duties as President, and it resulted in his being 
President. 

Q. Who took his subscription then? A. I did not take it, he would not 
sign for me. 

Q. When you went to see him? A. I went to see him. 

Q. When you went to see him first did you tell him that somebody would pay 
up his stock for him? A. I told him nothing and I knew nothing about that at 
all. I negotiated him as soon as a bona fide man that was going to take stock. 

Q. You never landed him in the sense of getting him to sign a stock subscrip- 
tion? A. No, I did not get him to sign it at all, but I got the commission for it. 

Q. When was the first negotiation for him again in the summer? <A. The 
only thing I am clear about is when we were in the office on King St., I do not know 
when we left that office, I cannot say. 

Q. Thatisall you remember? <A. Yes, that is all I remember of it. 

Mr. Travers: Will you ask him if he was getting stock from Smith before I 
went in the bank? | 

Mr. Hopvetns: Were you getting stock as a stock seller from Smith? A. 
I think Mr. Smith was the one; it was one of the provisional directors introduced the 
sale of stock to me and I sold some; I do not recall what, but I sold a few. 

Q. Did you charge up or try to collect any commission on Beattie Nesbitt’s 
stock? A. I got paid a commission of 5% on $3,000; I took Mr. Travers’ word 
for it that he had signed for $3,000. 

Q. When did you get that? A. In the Stair Building. 

Q. Was that after the bank commenced active operations? A. I cannot say, 
I cannot recall it, but it was in the Stair Building. af, 

Q. Was that percentage included in the $1,080? A. It would make more 
than st 080. 

Q. 5% on $3,000? A. No, but I got $1,000 out of one sale. 

Q. J am asking you about this commission on Beattie Nesbitt’s stock? A. 
I got $150. 

Q. After the bank commenced business? A. I cannot say that. 

Q. Your stock was afterwards cancelled? A. Mr. Travers told me it should 
be cancelled. 

Q. How much wasit? A. One share. 


» 
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JAMES R. STRATTON, Sworn, Examined by— 


Mr. Hopeins: Q. You were President I think of the Trusts & Guarantee 
Company? <A. Iwas. - 

Q. During 1906 and 1907? <A. Yes. 

Q. 1908 and 1909 and right down to 1910? A. Yes, right down to last 
January. 

Q. You ceased tobe? A. I resigned. 

Q. Are you connected with it in any way now? A. Yes. 

Q. In what way? <A. Asa director. 

Q. Were you a Member of Parliament in 1906? A. I was up to the time 
—I do not remember the year; I resigned the Provincial Secretaryship just before 
Mr. Ross went to the country, whatever year that was in, I just forget for the 
moment the year. 

Q.. You were not a member of the Dominion House in 1906? A. No; it 
was when Mr. Whitney came into power, the year he came in. 

Q. Did you know Travers in 1906? A. No, never heard of him. 

Q.. I thought Mr. Warren introduced you to him in 1906? A. Oh, in 1906? 

Q. Yes? <A. The first I knew of Mr. Travers was when he came to borrow 
money from the Trusts Company. 

Q. Was it you who arranged the terms of.the loan? A. No. 

Q. Had you anything to do with that? A. No, that was arranged between 
Mr. Travers and Mr. Warren. 

Q. The details you did not interest yourself in? A. No. 

Q. Did you suggest the bonus to Mr. Warren that was paid of $1,000 on the 
first loan and $500 on the other? A. I don’t think so. 

_Q. Left entirely to him? A. Yes. 

Q. Had you anything to do at all with the getting of the certificates? A. 
Nothing whatever. 

Q. Do you happen to know whether you were in Ottawa on November 6th, 
1906? A. I could not say; I might have been. 

Q. At all events, you had nothing to do with getting the certificate? A. 
So as to put it clearly and distinctly, I had no interview with any member of the 
Government or any official of the Government or any Department of the Govern- 
ment or with any person else with regard to the certificate. 

Q. No Member of Parliament? <A. No. 

Q. Nor with Travers? <A. Nor with Travers. 

Q. That is pretty broad? A. Yes, I do not want any doubt about that, 
because I had nothing to do with it. 

Q. After the bank started, had you anything to do with the loans that were 
given by the Trusts & Guarantee Company? A. Yes, I had; in 1910, I think it 
was, I saw Mr. Travers, and had two or three interviews with ‘him with regard to 
the account of the Trusts & Guarantee Company. 

. That was in connection with the last loan, $295,000? A. ee fi had a 
talk with Mr. Warren with regard to the other loan. - 

Q. Between the time of the first loan and the time of the last loan you were 
the chief executive officer, you were president? A. Yes. 

Q. And Mr. Warren was the manager? A. Yes. 

—Q. Did you keep pretty close touch with the business of the Trusts & Guar- 
antee Company? A. I kept in touch with those matters that came before the 
board. 

Q. Was that all? A. Yes; the business of the office was conducted by 
the officers. 


Q. Yes, but you being president, had you any special duty in regard to the 
business? A. If there was anything of any importance they generally spoke to 
me about it. : 
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Q. You would be consulted by the manager? A. Yes. 

Q. But you did not make a practice and did not go there day by day and 
really keep in touch with the work? A. No. 

Q. Were you consulted before the arrangement was made about the deposit 
of circulation? <A. No. 

Q. When did you,learn that the payments made on this $80,000, the first 
loan, had been reversed in the company’s books? A. I could not say as to that; 
I do not think I heard anything about that till it came out in the Police Court 
evidence. 

Q. You think nothing was said to you about that? A. I do not think so. 

Q. Was anything said to you about the account that was opened in January, 
; 1907, it ran along till April? A. That was the account in the Trusts Company? 
Q. Yes? A. No. Have you reference there to the $20,000 loan? 

Q. I have reference there to the deposits that were made from time to 
? A. No, I had no knowledge of that. 

Q. Which totalled $80,506.81? A. No. 

Q. That was left in Mr. Warren’s hands? A. Yes. 

Q. Did you know of the depositing of circulation at the rate of $1, 000 to 
$500 a day? <A. Not till after Mr. Morden—Mr. Warren was away and Mr. 
Morden spoke to me with regard to the account. 

Q. Did you know about the transfer of the loan in the form of a deposit 
receipt of $120,000? A. The transfer of the loan with regard to the deposit 
receipt ? 

Q. There was a deposit receipt issued by the bank in favour of the Trusts 
- Company? A. The deposit receipt given by the bank? 

Q. In favour of the Trusts Company? <A. Of $120,000? 

Q. Yes? A. That would be the money deposited by the Trusts Company 
in the bank. 

-  Q. Yes? A. No, I was not aware of that. 

Q. You, I suppose, were aware that the Hamilton estate money had been 
deposiied in the Farmers Bank? A. No. 

Q. Was not the Hamilton estate a Peterboro estate? A. It was a Peter- 
boro estate, but the business of the Trusts Company was being conducted by the 
manager; he did not refer to me particularly about in what bank he would 
deposit it. 

Q. I am asking you if you happen to have known, seeing it was a Peterboro 
concern? A. No. 

Q. Were the Trusts & Guarantee Company the liquidators? A. Yes. 

Q. Then did your first knowledge of the state of financial relations between 
the bank and the company date from Mr. Morden’s coming in—I mean apart 
from the April loan? A. In what way? In connection with the Farmers Bank 
and the Trusts Company I had nothing to do with their negotiations ; if there were 
any negotiations; I do not know who has accounts on deposit in the Trusts Company 
or who has not. 

Q. Had you anything to do with putting through the loan for $100,000? A. 
When would that be? 

Q. I think that was July 31st, 1910? A. Was that the time that Mr. 
Travers came to Peterboro? 

Q. Very likely? A. Mr. Warren told me that Mr. Travers had made 
application for a loan of $100,000, and he asked me if I would see him if he 
came down, and IJ told him I had no objections. 

Q. If Mr. Warren was looking after all these matters, why should he suggest 


that you see Travers? A. I suppose it was a large loan and he wanted to have 
my approval of it if it was to go through. 
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Q. Did he submit to you what Travers proposed? A. Mr. Travers came 
down and explained to me himself; I telephoned Mr. Warren and I said to him 
that if he was satisfied with the security I had no objections to his helping him. 
There was a run on the bank at Lindsay, as I recollect it, and I think he had 
some trouble somewhere else, and the money that was being advanced was a tem- 
porary loan, and I think it was to tide him over the difficulties that he had arisen 
at Lindsay, if I remember correctly. 

. What security did Warren tell you was being offered? A. He said 
he had bonds in the Keeley Mine, $1,000,000 of bonds, that Travers had been 
offered some large amount, $700,000 or $800,000, I think, or six or seven or eight. 
hundred thousand dollars for the mine and had: declined it; that it was one of the 
rich mines of the Cobalt District, and he felt that he was absolutely secure in 
making that loan, and that he had in addition to that about $120,000 of the bonds. 
of the American Piano Company, that were quoted somewhere around 110 or 100 
at that time; I just forget the additional security he had. 

Q. When Travers-came down to see you then did he offer the same security 
that you had heard of from Warren? A. Yes, talked the same security. 

Q. Explained about the mine? A. No, he did not make any explanations 
about the mine. 

Q. Did you understand it was a producing mine? A. I understood it was 
about to produce and it was producing; that he had refused a large sum for it. 

Q. What were the final arrangements made with Travers for the loan? A. 
With Mr. Warren? pega 

Q. No, with you? <A. He did not make any final arrangements with me; 
he just spoke in a general way. 

Q. The final arrangements were made with Warren? A. Yes. 

Q. In addition to the million dollars of Keeley bonds, was there anything 
else stipulated for? A. Not with me at that time. 

Q. And you do not know anything about the stock in the Keeley mine? A. 
What I understood was he gave—subsequently to the conversation at Peterboro I 
. understood— E 

Q. From whom? A. From Mr. Stockdale or Mr. Warren, from the office 
from the Trusts Company that he had given a bonus of either $25,000 or $30,000 
of stock on the Keeley mines for the loan in addition to the rate of interest that 
he was paying, but it was not looked on in the office as being of great value at. 
this time. 

Q. That was no part of your stipulation with him? A. No. 

Q. You only heard it afterwards from either Stockdale or Travers? A. 
Yes, Stockdale and Mr. Travers—well, Mr. Travers felt that Mr. Stockdale was 
not friendly to him, and that Mr. Stockdale wanted more and a larger bonus than 
he obtained, because Mr. Stockdale put no particular value on the mine, and Mr. 
Travers spoke to me with regard to additional security; that he would be satis- 
fied to place in my hands in trust $50,000 of stock of the Keeley mine; that if 
the Trusts Company loan was paid off the stock would go back to the bank; if it 
was not paid off, the stock would be the property of the Trusts Company. 

Q. When was this arrangement made? A. That was made in the Trusts 
Company; he came down to speak to me about Mr. Stockdale. 

Q. After the Peterboro interview? A. Oh, yes. 

Q. After the loan had gone through? A. I suppose so. 

Q. The bonus arranged was $25,000, which was transferred to Mr. Stockdale, 
was it not, in trust? <A. Yes. 

Q. The other was in trust to you. The loan had gone through? A. Yes. 


Q. And then he came down and offered you $50,000 more? <A. Yes, he 
was not satisfied with Mr. Stockdale. He said, “I will entrust you with $50,000 
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~ —I place in your hands in trust $50,000; you are to hold that on these terms ”. 
I said, “ All right,“Mr. Travers”. 

Q. What was the object of that if the loan had gone through, if he had put 
up the bonus? <A. I could not say; that was his own way of doing it. 

Q. Did you ask him what were his reasons? A. No, I did not ask him 
anything about it. 

Q. Did you inquire from Mr. Warren? A. No, Mr. Warren was at the 
Coast. 

Q. Did you inquire from Mr. Stockdale as to why you should be offered this? 
A. No, I said nothing about it; I handed it over to Mr. Stockdale afterwards. 

Q. I understood from Mr. Stockdale yesterday that no entries were made at 
all with regard to the $25,000 of stock or the $50,000? A. I could not say whe- 
ther they were or not. 

Q. They did belong to the company? A. No, the $25,000 of a bonus to 
Mr. Stockdale was absolutely the property of the company; the other was in trust, 
that if the Trusts Company was paid off the amount of the loan then it belonged 
to bank and if they were not it belonged to the Trusts Company. 

Q. That was all word of mouth? A. This was all word of mouth. 

Q. No document signed? A. No document, except that I pinned to the 
stock certificate the conditions on which I accepted it. 

Q. And that has been handed back, has it not, to the liquidator since? A. 
When the loan was paid off, the certificate went back to the bank with the other 
securities. 

Q. Where was it retained in the meantime? A. In the Trusts Company. 

Q. Who did you give it to? A. I do not remember, I think it was Mr. 
Stockdale. ; 

Q. Did you-tell him what the commissions were? A. Yes. 

Q. You had pinned them on in the meantime? A. They were on in the 
meantime, that is my recollection of it. 

Q. So that he knew from the time of the loan exactly what that $50,000, the 
conditions on which you held that? A. As soon as I handed it over to him I told 
him. | 

Q. Do you know where the certificate for that $25,000 was held? A. No, 
I do not know where that is; I think that was sent back with the other. 

Q. Had you any independent knowledge about the Keeley Mine at the time 
you lent that money? A. No, nothing further. 

- Q. Than what you have told us? A. Than what I have told you, Mr. 
Warren was to look into the securities. 

Q. Were you consulted later with regard to the $295,000 loan? <A. Yes, 
Mr. Morden spoke to me about that. 

Q. At the time of the $100,000 did you know that they were depositing cir- 
culation with you daily? A. I did not know they were depositing it daily; I 
knew that the Trusts Company was circulating to some extent some of the Farmers 
Bank bills. 

~ Q. Did you know of the understanding that the amount deposited in the bank 
by the Trusts and the amount deposited in the Trusts Company by the bank should 
be kept about equal? A. No, I knew nothing about that. 

Q. After the last loan, what position was the bank in when that loan was 
made? A. So far as we knew at that time the bank was in an excellent position. 

Q. You heard no rumors about it? A. We heard rumors of course, but 
the statement of the bank was all right and Mr. Travers was very strong in his 
views as to the substantial standing of the bank; we had nothing before us that 
would lead us to doubt his statement and he was very strong with regard to the 
bank. 

Q. Did you make any inquiries from Warren or Mr. Stockdale as to the 
state of the accounts between the two institutions? A. No. 
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Q. Made no inquiries? <A. No. 7 

Q. They never informed you? A. No, I did not know the Trusts Company 
until the time we made the loan, that the Trusts Company had on deposit this 
$120,000. 

Q. ‘Were you astonished at the state of accounts between the two institutions? 
A. No, I would not say I was astonished. 

Q. Would surprised be a better word? A. I do not know that I would 
even. be surprised. 

Q. Interested then? A. Mr. Warren had great faith in Mr. Travers and 
_ he deposited the money there I believe as a kind act to Mr. Travers or to his bank. 

Q. You have had some experience in financial institutions, were you sur- 
prised when you learned in October, 1910, the state of affairs between the two? 
A. I was I suppose you may put it surprised; I was not aware— 

Q. Iam told that Mr. Morden although he did not say so this morning felt 
very uneasy about it? A. Yes, Mr. Morden spoke to me about it and I said, well 
he had better consult the solicitor. member of the Board, Mr. Wilson, and Mr. 
Wilson happened in and we talked the matter over. We had no reason to fear any- 
thing at that time. 

Q. Did you get Mr. Travers down to the conference? A. I think I tele- 
phoned him or had some one telephone him, one or the other. 

Q. Yourself and Mr. Travers and Mr. Morden, and who else? <A. Mr. 
Matthew Wilson. | 

Q. Was that the time that the Bank Act was brought down and read to Mr. 
Travers? A. It was brought down and read to him on one occasion, I won’t say 
whether that was the occasion or not. 

Q. The meetings were close together at that time, from the first time you 
were informed until the loan was put through? A. The negotiations for the 
loan were largely done by Mr. Wilson. 

Q. But you had several interviews following each other in rapid succession ? 
A. No, I had not; I had two; when you say several do you mean three or two or 
five? I had aboud: three interviews with Mr. Travers all told. | 

Q. Five would be my selection? A. I think I had three on that occasion; 
T think Mr. Wilson and Mr. Travers did the negotiating. 

Q. What was the occasion of bringing the Bank Act down and reading it to 
Mr. Travers: if it had been the Riot Act I could have understood it? A. I don’t 
know about that—something about Mr. Morden—TI recollect the Bank Act—but I 
do not remember that. 

Q. Was there a question whether the Bank could legitimately give you this 
security considering the position it was in? A. I do not know the nature of the 
negotiations for the security. 

Q. Did you take part in arranging what you should get? A. No. 

Q. What part did you take in it? A. The part that I took in it was Mr. 
Morden pointed out to me that the Trusts Company had on deposit in the Farmers 
Bank a certain amount of money, and that the Farmers Bank had an open account 
in the Trusts Company and he thought it was a little anomalous position, ‘and he 
as manager of the company thought it would be better to have one loan, one 
account, and he and Mr. Wilson arranged it; I think they took on deposit certain 
notes in the Farmers Bank and they took some other securities, I do not just 
remember. 

Q. I think they took the security they already had over again, the bonds and 
Piano Company stock and some notes? <A. Yes. 

Q. And you consolidated the whole thing into one loan? A. Yes, it was 
consolidated into one loan. 


Q. That did not remove the objection Mr. Morden had raised, because ached 
ing to the figures it still left about the same amount to the credit of the Loan Com- 
pany ? A. ‘No, it made to the Farmers Bank a loan of two hundred odd thousand 
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dollars, which gave the Farmers Bank a credit of some seventy or eighty thousand 
dollars in round figures, gave them a credit which they had the right to draw on 
at any time they wanted. 

Q. Had not they that privilege in regard to the balance they had there pre- 
viously? A. So far as I know they had. 

Q. And the net result was, the situation so far as they were concerned was 
not changed and you had a new loan with the securities attached to it? A. They 
had a deposit account in the Trusts Company, as I understand it, and the Trusts 
Company made them this loan and gave them the seventy or eighty thousand 
dollars of a credit which they had a right then to withdraw at any day they liked 
on call, just as you would check out anything else. 

Q. Had not they the right to withdraw that previously? A. I suppose they 
had. I heard something here this morning about hesitating about cashing a 
cheque; that is easily explained, because sometimes they would send down a cheque 
for $15,000 or $20,000 on a day when we perhaps had several twenty or thirty 
thousand dollars to look after and we had to hesitate a little bit. 

Q. Are you speaking of your own knowledge, do you recollect any such occa- 
sion? <A. Yes. | 

Q. More than one? A. I was not there often. 

Q. Do you recollect one occasion? <A. Yes. 

Q. Where they wanted more—? A. They wanted the same day—perhaps 
the person wants to collect an account from you when you have not it in your 
' pocket. 

Q. That occurred once? A. It occurred on my understanding on different 
occasions. 

_ Q. To your knowledge? A. To my knowledge once. 

Q. Did you take any further part in negotiating that loan than you have 
told us? <A. No. 

Ore Mr, Wilson would know the full details of the loan, how it was made and 
why, and the difference between the situation before and after? A. Yes, that is 
right. 

Q. I have been informed and I am asking you so as to get the matter dis- 
posed of one way or another, did you ever tell any people in Peterboro that you 
had made $8,000 out of the Trusts & Guarantee transaction with the Farmers 
Bank? A. I never did. 

Q. Or any largesum? A. Not a cent. 

Q. That statement would be—? A. Absolutely untrue. 

Q. You did make some statement though about having made quite a lot of 
money out of that original loan? A. To the Farmers Bank? 

Q. Yes? A. No, no person. 

Q. Do you remember Mr. Charles giving his evidence? A. Yes, I remem- 
ber that jollying that afternoon, five o’clock tea. 

There was some criticism addressed to his having repeated it, I notice; 
he informed his manager about it? A. No, he informed his general manager 
with regard to the loan made by the Trusts Company, but he never informed the ~ 
general manager that I can recollect that I made any money out of it, because I 
did not. 

Q. That was not what you said? A. No; do you know Mr. Charles? 

Q. Yes,do you? A. Yes; Mr. Charles is of a jollying nature. 

Q. Did either you or the Trusts & Guarantee Company get any benefit or 
advantage other than what you have told us, you and Mr. Stockdale have told us? 
A. No. 

Q. None whatever? A. None whatever. 


Q. In any matter in connection with Mr. Travers or the Farmers Bank? 
A. No. 
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ARTHUR R. SHAVER, Recalled by Mr. Hodgins: 


Q. I forget what your position in the Farmers Bank was? A. Transfer 
clerk. 

Q. You.seem to have written out most of the cheques: at one time? A. 
Most before organization, none after. 

Q. I suppose that is your handwriting in that cheque (Exhibit 28)? A. 
Yes. 

Q. Under whose instructions did you write out the cheque? A. I cannot 
say whether it was under Mr. Fitzgibbon’s or Mr. Travers’ instructions, on one 
or the other. 

Q. You marked that “Commissions”? <A. Yes. 

Q. What was done with it? A. I could not say. 

Q. Who did you give it to? A. That I cannot say; most likely Mr. Fitz-, 
gibbon, but I cannot say. 

Q. Do you think you would give it to Mr. Fitzgibbon? A. I would think 
60. ; 

Q. How was it that you were writing out all the cheques at that time? A. 
It was just a short period at the time of organization till the bank organized and 
after that I drew no cheques. 

Q. I did ask you before about those three cheques that were sent down to 
Ottawa? <A. Yes. 

. I suppose they were taken out of the cheque book? A.. Yes, sir. 

Qo By your Jal ING sir. 

Q. Who took them out? -A. I could not say. 

Q. Did you afterwards, in writing up the cheque book, see that they were 
gone? A. Yes, I must have discussed it with Mr. Fitzgibbon. 

Q. Do you remember doing that? <A. Yes. 

Q. What explanation did you make? A. I could not remember now; they 
were just explanations that they were sent to Mr. Travers at Ottawa. 

Q. Was it your duty at all to get the cheques from the banks? A. No, sir. 

Q. Whose duty was it afterwards? A. That came in through the local 
office, the Toronto branch and up into the head office. 

Q. Whose duty would it be there? A. I could not say. 

Q. You cannot throw much light on that cheque? A. No, sir. 

Mr. Travers: Are you not mistaken about that? A. In what regard? 

Mr. Travers: Getting those cheques back from the bank? A. Mr. Hodgins 
said afterwards; I do not remember how those cheques came to me prior to organ- 
ization ; after organization they all came through the Toronto office. 

Mr. Hoperns: I was speaking of these three cheques that were taken out 
prior to organization ? 

Mr. Travers: Is not that dated after organization? A. That is dated the 
6th December. 7 

Mr. Travers: We were in business after the 1st December? A. Not-to - 
the public. : 

Mr. Hopcerns: You mean after the first January,1907? A. All the cheques 
came through the Toronto branch. 

Q. Prior to that you were writing cheques for a short time? <A. Yes. 

Q. At Mr. Fitzgibbon’s request? A. Yes, or Mr. Travers. 


= 


JAMES G. FITZGIBBON, Recalled by— 


Mr. Hopetns: Q. Look at that cheque, it is dated the 7th April, 1907, to 
W. J. Lindsay for $6,000, what is the occasion. of that cheque? A. I was 
instructed by Mr. Travers to make out a cheque payable to Mr. Lindsay and give 
it to him. 


FARMERS BANK INQUIRY. 313 
SESSIONAL PAPER No. 153a 


Q. What account would that be on? A. I could not say without reference 
to the books what account it was charged to, but I presume Mr. Lindsay’s com- 
missions. 

Q. I suppose the bank books will show that? A. Yes. 

Q. There is a cheque here on the 20th April, is that the one of which the stub 
was produced on the last occasion? A. I think so, I would not be positive, but 
I think it was 105. . 

Q. Look at the stub? <A. Yes, that is the cheque I refer to marked “C ”. 

Q. That has attached to it deposit slip April 20th, 1907, credit W. R. Travers? 
A. That was put through in the downstairs office. 
~  Q. That would go to his private account in the Farmers Bank? A. Appar- 
ently from the slip. 

Q. Subject to his private cheque? A. Yes. © 

_ Q. _ Look at that other cheque I gave you there, the first one and see what the 

stub for that says? A. Payable to W. J. Lindsay, commissions. 
eer navies alles ~ A) Y eg: 

Q. The next cheque is one of the 14th June, 1907, W. R. Travers, $6,000, No. 
157; what is that marked? A. Simply W. R. Travers, $6,000. 

.Q. That appears to be placed according to the deposit slip to his credit in the 
Farmers Bank in his private account; and the next one is 272? A. W. J. Lind- 
say, $3,000. 

Q. Whatis that marked? A. If I remember rightly that was final squaring 
up with Lindsay to date of all his commissions. 

Q. Endorsed on the back in pencil “ Receipt in full to date handed to Hunter 
& Hunter this date October 26th”? A. We had a great deal of trouble getting 
down to a settlement with Lindsay as to the amount of commissions paid to him, 
and a statement was made up to the 30th September, and on the 1st October he was 
given a cheque, and I took his receipt in full for all claims against the Farmers 
Bank or Travers and that is the receipt referred to which was attached to that 
- cheque when it came back through the Toronto office, and that was subsequently 
ae to Mr. Hunter I believe in connection with Lindsay’s suit against Mr. 

ravers. 

Q. I did not understand that law suit was settled? A. No, the law suit 
was not settled, but when the law suit was instituted this receipt was dug out and 
_ handed to Mr. Hunter as proof that up to that date Lindsay had been fully satisfied 
and had given a receipt in full. 

Q. The next cheque is No. 353? A. ‘That is marked here “W. R. Travers, 
balance of commissions.” 

Q. $2,464? <A. Yes. 

Q. That appears to have been the deposit to his private account in the Farmers 
Bank ; the next one attached is 002 dated in March 1908, “ Pay to the Farmers Bank 
of Canada $21,675 ”’—that is Continental Securities Company? A. Yes, that 
had nothing to do with the head office. 

Q. Look at that, it appears also to have been deposited to Mr. Travers’ credit, 
although it is payable to the Farmers Bank; was that in connection with the stock 
deal with the Continental Securities Company ? A. I presume so. | 

Q. Itis their cheque? A. Yes. 

Q. In favor of the Farmers Bank and deposited to Mr. Travers’ personal 
credit? <A. Yes. 

Q. What date? A. The 25th March, 1908.—Exuiprr 61: Six cheques 
with deposit slip referred to. 
~ The Commission adjourned at 4 P.M. to Monday next, May 27th at 11 A.M., 
Osgoode Hall, Toronto. 
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The Commission continued its sittings at Osgoode Hall, at 11 A.M. 
PRESENT: 


HonovuRABLE Sirk WILLIAM MEREDITH, Commissioner. | 
Frank KE. Hopeins, K.C. and Joun THompson, K.C., representing the 
Dominion Government. 


FREDERICK CARMICHAEL, Sworn, Examined by— 


Mr. Hoperns: Q. You are in the Bank of Montreal? A. In charge of 
the Bank of Montreal on Dundas St. 

Q. Is it in your branch that Mrs. Lindsay had an account in 1907? A. No, 
she had one at the corner of Yonge and Queen Sts. 

Q. In December, 1906? <A. And 1907; they asked me to come and 
represent— . 

Q. Were you in charge of that? A. No, Mr. Crawford is in charge, but I 
was in the office at the time. 

Q. I ask you to produce her account? <A. A copy of the account? 

Q. Will you do it? <A. I am quite satisfied if the Commission asks for it. 

Mr. CoMMIssionER: Yes. 

A. Iam quite willing to do whatever the law calls for. If Mrs. Lindsay is to 
be subpcenaed perhaps you would wish that we would hand over the copy of the 
account and the cheques to her and let her give the evidence. I will willingly if you 
wish go and see Mrs. Lindsay and ask her if she wishes these handed over; or are 
you going to subpoena her? 

Mr. Hoperns: It does not make any difference; I have told Mr. Lindsay 
I want the particulars of this account, and he can get them? A. He can get 
them. 

Mr. ComMIssIONER: ‘They are here now and you had better have them. 
(Witness produces copy of ledger account of Mrs. Lindsay in the Bank of Montreal). 

Mr. Hopeins: Did you bring the cheques up? A. I have some cheques, 
yes. You can understand, Mr. Commissioner, the natural wish of a bank man— 

Mr. COMMISSIONER: Quite so, you are protecting your client.—Witness pro- 
duces four cheques. 

Exuipit 62: Mrs. Lindsay’s account in the Bank of Montreal and four 
cheques filed together as Exhibit 62. 


G. TICE BASTEDO, Sworn, Examined by— 
Mr. Hopains: Q. You are on the staff of the Traders Bank? A. Yes, 


sir. 

Q. In what position? <A. Assistant chief accountant. 

Q. Weare trying to identify who marked that cheque (Exhibit 28) ; will you 
be able to give us that information; whose initials are those on the corner? A. 
No, sir. ; 

Q. I am told it is somebody named Graves who initialled this cheque? A. 
We had a Mr. Graves in the service but he resigned some two years ago or more. 

Q. You cannot recognize that as his signature? A. No, I was not familiar 
with his signature. 

Q. Do you know anything about the cheque? A. No, sir, nothing. 
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Q. Were you in the service of the bank on December the 6th, 1906? A. Yes. 

Q. What was the highest amount of bills the Traders Bank was issuing then? 
A. $100 bills. 

Q. Have you any one at present employed by the bank who can tell anything 
about the marking of that cheque and how it was paid? A. Hither the ledger 
keeper or the teller. 

Q. Can you tell us who they are and where they are? A. Mr. Graves I 
believe is attending the University at the present time. 

Q. We are endeavoring to subpcena him; but in the ordinary course of bank- 
ing business who would know how that cheque was paid? A. I could not tell 
you that. : 

Q. The paying teller? A. The paying teller at the time would know. 

Q. Could you tell us who he was? <A. No. 

Q. Could you find that out and let me know? A. All right, sir. 

-Q. Who was the official at the bank to ask? A. If it was paid in cash he 
would know. 

Q. And your bank books would show whether it was paid in cash or not, 
would not they, his cash book? 

Q. Not necessarily. 

‘ Q. Probably you will let me know that and find out if there is any entry? 
aiteaces, 

Mr. ComMissionER: Surely your bank books will show whether it went 
through the Clearing House or whether it was paid over the counter? <A. Could 
I see it? 

Q. It is a cheque on your own bank and look at the figures in pencil on the 
back of it; it was evidently debited to the customer’s account; the initials in the 
ones would show it had been debited to the account of the drawer? A. Yes, my 

ord. 

Q. What did the $10,000 mean on the back of it, those figures? A. There 
are no particulars given; sometimes they mark cheques that way. 

Q. Would that indicate it was paid out in bills? <A. No, sir. 

Q. Is it not usual to put on the back of the cheque the bills paid—supposing 
that was paid in fifty-dollar bills or one hundred-dollar bills, is it not usual to put 
that on the back of the cheque? A. Asa rule. 

Q. Does the teller keep a slip that is preserved that shows how he paid a large 
cheque like that? A. No, my Lord. 

Mr. Hopeins: He keeps a blotter does he not? 

Mr. Commissioner: Does that show? A. In his blotter it would not 
show. His cash statement book would show the balance. 

Q. It would not indicate what went to meet that particular cheque? <A. No. 
a a Would not the cheque itself indicate it was paid in cash? A. No, my 

ord. 

Q. Or is there anything to indicate that? A. Nothing to indicate that at all. 

Q. You find it debited to the Farmers Bank on the day it was presented, then 
it was paid out the same day, surely there would be something to show how it was 
paid? A. My Lord, the teller at that date— 

Q. Surely the book would show whether it went into any account? <A. The 
account would show it certainly. 

Q. If you find it charged to the account and do not find a debit of this cheque 
to somebody else, would not it indicate it was paid in cash? <A. Yes. 

Q. How else would you suggest it could have been paid? A. Looking at 
the cheque I thought possibly it had been deposited to Mr. Lindsay’s account. 

Q. You could find that out? A. JI am not familiar with the accounts at 
that date, because I was not in Toronto at that time. 


Q. The books are there, I suppose they can be looked up? A. Yes. 
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Mr. Hopetns: Perhaps you will let me have the name of the paying teller at 
the date, and have his blotter looked up and the other books of the bank that will 
enable him, when he comes up, to tell the Commissioner just these questions you 
have been asked? <A. ALI right. 


JAMES G FITZGIBBON, Recalled by— 


Mr. Hopains: Q. There are two items of stock in the Keeley Mine, $25,000 
being issued to Stockdale in trust and $50,000 I think to Mr. Stratton in trust? 
A. Yes. 

Q. What became of the certificates for that stock? A. I remember they 
were filled with all other certificates in the Keeley Mine box being held in trust 
under a general agreement that no stock was to be transferred without the consent 
of the Board. 

Q. Where was that box with the certificates in it kept? A. In the Farmers 
Bank Head Office vault. 

Q. Were these certificates handed out to Mr. Stratton or Mr. Stockdale? A. 
Not as I can recall. 

Q. See if those are the ones; there are more than two there? A. Yes, I 
would say those are the ones. 

Q. How many are there? A. Three, $25,000: each, one in favour of H. B. 
Stockdale in trust and the other two to J. R. Stratton in trust. ; 

Q. What are the numbers? A. 5% is Stockdale; 59 and 60 are J. R. 
Stratton. = 

~ Q. What is the date? A. Stockdale was the 3rd August, 1910, and Mr. 
Stratton’s were the 5th August, 1910. 

Q. I see they are marked on the back Exhibit 18, I am instructed they were 
used in the litigation between the liquidator and the Trusts & Guarantee Company 
and that they were taken out of the package for that purpose; do you know any- 
thing about the memorandum said to be attached to them by Mr. Stratton? A. 
No, sir. 
- Q. Did you ever see any such memorandum while you were in the bank? 
A. No,sir. 

Q. That is a memorandum showing what was to be done with them, as he 
expressed it? A. .So far as my memory serves me, they never went out of my 
possession under the arrangement they had that all these were to be left in the 
bauk until the indebtedness of the mine to the bank was paid off. 

Q. At the failure of the bank, where were they? A. They were in our pos- 
session. 

Q. Still in your possession? A. Yes, as far as I remember. 

Q. Did you have any talk with Mr. Stratton about the certificates that were 
in-his name? <A. No, sir. 

Q. Or with Mr. Warren? A. No, sir. 

Q. Or with Mr. Stockdale? A. No, sir; I saw Mr. Stratton only the day 
that he accepted the transfer in the Keeley mine. box. 

Q. When was that? A. That would be on the 5th August, 1910. 

Q. There is no blank endorsement of transfer on any of those, I think; I 
mean no signed blank transfer? A. No, sir. 
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W. R. TRAVERS, Recalled by— 


Mr. Hopeins: Q. When you were giving evidence before you spoke of a 
~ cheque which you indicated had the letter C on the stub or some way associated 
with it and you called it a $3,000 cheque? A. That is my recollection, yes. 

Q. Mr. Fitzgibbon identifies a cheque for $6,000 which he has marked as 
account C; Mr. Fitzgibbon said he identified the cheque, being a $6,000 cheque, 
dated the 20th April, 1907; does that correct your memory at all as to the cheque 
you referred to—there is the cheque (part of Exhibit 61) and there is the stub 
and there is the deposit slip showing what was done with it? A. That is not 
‘my recollection of the cheque that you referred to; I understood when you were 
examining me there you had my evidence in the Police Court in front of you, 
and my recollection is that a cheque of $3,000 was brought before me in the Police 
Court that I was questioned on. 

Q. What is the date of the cheque you were referring to? A. My recol- 
lection was it was before this date, about December, 1906. 

Q. That is what I thought, too; that you were referring to one of those three 
cheques that had been sent down to you, was I right there? A. That is my 
recollection. 

Mr. CoMMISSIONER: What is the significance of that note there, account 
*C”? <A. I cannot recall why Mr. Fitzgibbon marked it “C” because it went 
to my private credit; I do not see any necessity for marking it “C”. 

Mr. Hopcrns: When you were examined before, you did refer definitely to 
‘the cheque for $38,000 and you refused to say who got it or what was done with 
the money ; you must have had a very distinct recollection of the cheque? A. My 
recollection is that a cheque of $3,000 was shown to me in the Police Court and 
I was questioned about it, my evidence would show that; that was the cheque I 
thought you were asking me about. 

Q. I say you had a very distinct recollection of that cheque in your mind 
when you refused to say who got the money forit?. A. Yes. 

Q. You still have a distinct recollection of that cheque? A. I have. 

Q. Looking at that cheque and that stub, is that the same cheque? A. I 
do not think so. 

Mr. CoMMISSIONER: Do you come across any such thing as he speaks of in 
his evidence ? 

Mr. Hoperns: No, I have not been able to find the cheque he speaks of; it 
is not entered in the stubs. 

Q. There is a $3,000 cheque on the Union Bank, January 7th, 1907; look 
at that cheque and tell us if that is the one you refer to? A. I could not say 
whether that is the cheque or not. 

Q. You see it is a $3,000 cheque payable to yourself? A. Yes. 

Q. And has on the back of it the denominations of the bills in which it was 
paid, so it would be paid in cash? A. It was paid in cash, undoubtedly; twenty 
one-hundreds and two five-hundreds. 

Mr. CoMMISsIONER: What do the books show about that cheque? 

Mr. Hopeins: That is one that is charged in the account to fixtures and 
furniture. : 

Mr. CoMMISSIONER: What does the witness say about that? 

Mr. Hoperns: How was that cheque charged? A. I should fancy it was 
charged to my commissions. 

Q. Would the books show? A. Should show, certainly. My recollection 
is in the Police Court there was a mark on the $3,000 cheque, and I cannot find 
it here. : 


Q. At whose trial are you speaking of? A. (Turns up the book of the 
bank.) This cheque appears to be heres to bank premises. 
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Q. It is pretty evident, is it not, that if that were really legitimately used for 
bank premises it would not be paid out to you in cash? A. Undoubtedly not. 

Q. Who got the money for that from you? A. I cannot say now and I 
am unable to say what I did with it. 

Q. The cheque that we discussed previously for $3,000 was one of the three 
sent down to you in Ottawa? A. My recollection, when I was in the Police 
Court they had those three cheques, three blank cheques that correspond, and I 
was confronted with one of them; that is my recollection of it, and it was marked— 

Q. Well, I would like you to answer the question; when we got your evidence 
previously you had a very clear and distinct recollection of a cheque for $3,000, 
the destination of which you refused to disclose because you did not want to impli- © 
cate anybody, and you said certainly the Finance Department and no official in it 
benefited thereby? A. Yes, I said that. 

Q. Now I am asking you as to that particular cheque; I want to fix your 
mind on it; is it a different cheque from the one that you have in front of you now? 
A. I think it was. 

Q. You won’t account for the earlier cheque, and you say you cannot account 
for this one? A. No, I cannot. | 

Q. Can you account then for the one of the 20th April, 1907, for $6,000 
which was marked account C on the stub? A. It went to my private credit. 

Q. Can you tell who got the benefit of that? A. No, I could not tell that 
now. 

Q. It looks as if banking was pretty expensive at the start? A. Yes. 

Mr. CoMMISSIONER: Cannot you brush your memory up on that? A. I 
will try before you get through, but I cannot for the moment. 

Q. Would not it look as if this was money somebody wanted and wanted in 
not too big a parcel? A. It has that appearance to me, sir. 

Q. Is it not possible that that is the cheque you speak of,—if we aa the 
stub? It is possible, I do not think it is probable though. 

Q. On account of what? A. On account of the date; my mind is so fixed 
on December. 

Q. Do you remember whether with regard to the cheque you drew the money 
-—] suppose you would have drawn the money? A. I am sure I did. 

Q. Would not that be the kind of money you would have drawn? A. Yes, 
sir; it would certainly. 

Q. Does not it look as if that probably is the cheque? A. It might be, but 
I cannot say at the present moment; I will have to think that over. 

Mr. Hopveins: The three cheques that we sent down, one of them is iden- 
tified because it was a cheque payable, on the stub, apparently, to MacCorquodale 
and then struck out and Guthrie & Pringle substituted, that is No. 26; No. 27 is 
marked cancelled? A. You should have those cancelled cheques here. 

Q. No 30 marked cancelled. 

Mr. Commissioner: It could not be any of those; they are blue cheques 
and this is a brown cheque. 

Mr. Hopeins: My idea from his evidence is these are different things? A. 
Where are the cancelled cheques? The cancelled cheques should have been kept 
that would correspond with those stubs. 

Q. You can probably find that out from Mr. Shaver; I have failed to do so. 

Mr. COMMISSIONER: With regard to that question you have declined to 
answer; you will observe one newspaper has at all events made a very pointed 
reference to the cheque, and made a suggestion that perhaps to any one who has 
followed this evidence may make it appear to point to a particular person, don’t 
you think in justice to him, if that is not so you ought to disclose? A. Mr. 
Commissioner, if a certain person is named and I am asked that question I will 
say yes or no to it. I read that scurrilous article, I thought it was unfair to try 
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to coerce me into it on the threat that I would probably have a further sentence, or 
something of the sort. 

Q. Ido not know that it is the same one you mean; the one I speak of was in 
the World? A. No, I did not see the World. A friend of mine cut out a para- 
graph out of the Telegram. 

Q. The World has an article in which it says that it was pretty well known 
that a man in business— 

Mr. Hopeins: A well known politician and business man who is not now a 
member of Parliament. 

Mr. CoMMISSIONER: Had received the money, that is what the statement 
was? A. Well, sir, 1 am prepared to say yes or no if I am confronted with the 
man’s name. 

Q. Don’t you think for your own sake, to put yourself right, that you quent 
to disclose? A. I cannot look at it that way. 

Q. Well, you are not dcing this voluntarily as if you were volunteering in- 
formation to anybody ; this is a public inquiry, the purpose of which is to get at 
the bottom of things connected with this bank, and if it was not for the position in 
which you are a refusal to answer a question would subject you to imprisonment? 
A. I understand; it is not for that reason I am refusing; I would rather go to 
prison than tell it. 

Mr. Hopertns: Do you remember the certificate I have just asked Mr. Fitz- 
gibbon about, $25,000 and two others aggregating $50,000 stock in the Keeley 
Mine in favour of Stockdale and Stratton in trust; were those ever out of the 
possession of the Farmers Bank? A. No, they never were. 

Q. Did you ever see any such memorandum as Mr. Stratton spoke of attached 


to them? <A. No, I do not think any such memorandum was ever attached to 
them. 


EDWARD W. J. OWENS, Sworn, Examined by— 


_ Mr. Hoperns: Q. You are a practising barrister in Toronto? A. Yes, 
sir. 

Q. I think you had a share or some small interest in the Keeley Mine, did 
you not? <A. $5,000. 

Q. What I called you here for was in consequence of what Mr. Travers has 
said; we have been anxious to get certain cheques or notes which were said to be in 
his private drawer and I understood him to say that there were some things that 
went to your office; I want to find out if in what went to your office there were any 
cheques or notes sioned by Dr. Beattie Nesbitt or George Wishart or any one whose 
name has been mentioned at this inquiry? A. There was nothing came to my 
office that I knew the contents of. What did come to my office was the Keeley box 
papers, and that was locked and was taken by me and I think Mr. Shaver, I am not 
certain as to that, from my office to the Police Court and it had to be opened there; 
I know of no papers. 
| Q. How was it opened? A. I do not know whether some other officer had 

a key to it, probably Mr. Fitzgibbon, I am not going to be sure as to Mr. Fitz-. 
gibbon, but some other officer had the key to it and it could not be opened unless 
Mr. Fitzgibbon or somebody was there with the key. 

Q. You delivered it over to the police authorities? A. Yes, to Crown 
Attorney Corley. 

Q. You do not know what it contained? <A. No. 
Q. Never saw the contents? <A. No. 
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Q. Did not examine them when they were opened in the Police Court? A. 
Did not; it was supposed to be the Keeley box of papers and Mr. Corley telephoned 
me had I them there and I said yes, and he said “ Will you kindly bring them up 
to my office”, and I think Mr. Shaver or some other person came and we both 
carried it up to the Police Court. 

Q. How did you come to get that? A. It was sent over to my office. 

Q. By whom? A. I cannot say, presumably Mr. Travers. 

Q. Did he communicate with you at all about it? A. That I cannot charge 
my memory with; I knew they came there. 

Q. Had you another position than that of shareholder in the Keeley Mine? 

A. I was then the nominal president, after the change. 

Q. Were they sent over after the failure of the bank? A. Yes, shortly 
after. 

@. It would be either immediately preceding or immediately after the trouble 
that Mr. Travers got into when he was under surveillance. 

Q. Did anything else reach you from Mr. Travers or from the Farmers Bank 
office? A. Nothing. Of course we had correspondence about the Keeley Mine 
matters, but nothing further than that. 

Q. Did you know anything about notes or cheques signed by Wishart or 
signed by Beattie Nesbitt? A. Nota thing. | 

Q. You I suppose were one of the directors? A. Yes, at that time. 

Q. And had the company regular meetings? A. They had their annual 
meeting and that is about all I recollect of. 

Q. What about the directors’ meetings? A. I do not know that the 
directors ever had any meetings that I can recollect of except probably the pre- 
liminary meeting to the annual meeting; the minutes would show that I suppose. 

Q. There are minutes of course? “A. Yes. 

Q. Did you pay any active attention yourself to the matters of the Keeley 
mine? eA aaNG: 

Q. Why not? A. It was a matter that Mr. Travers had supreme control 
of and he was managing it and looking after it; there was not much doing in it as 
I understood, except the original incorporation and then the transformation from 
the then capital to a new capitalization and the issuing probably of these mortgage 
bonds, that is really all the business. 

Q. In connection with that were you a member or director of the original 
company? A. That I could not say offhand; I was one of the original incor- 
porators. 

Q. You remember the reorganization? A. Yes. 

Q. Do you remember Wishart’s part in that? A. I cannot get the detail of 
that; I do not know any thing about the internal transactions. 

Q. Do you remember that he was a factor in the reorganization? A. Yes, 
that is my impression; he had to be got rid of, I think. 

Q. Do you understand he had given a note and did you hear it had been 
given back? <A. No. 

Q. Do you know anything at all about that? <A. No. 


W. R. TRAVERS Examination continued.— 


Mr. Hopeins: Continuing your evidence with regard to the Keeley Mine, 
you have gone over the minutes I think? A. I looked over the minutes. 

Q. And can you account for the position now taken by Wishart or taken by 
yourself that he had to be got rid of because he would not agree to the reorganiza- 
tion? <A. We did not get rid of him, we got him to come into line and assist us 
through with it. | 


\ 
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Q. After reading the minutes how do you find that came about; it was to his 
interest I should judge to join in the organization; what was his objection to doing 
so? <A. At the time he wanted to have the reorganization so that the company 
could be floated in England. 

Q. What was there in his attitude or in his position that necessitated your 
giving back the note? A. He had promised a lot of people part of his stock and 
as I had it tied up in a pool he was anxious to get it out of the pool and have it 
transferred. 

Q. That does not make it clear to me why you should have to give him 
back his note in order to get him to agree to the reorganization? A. He would 
not sign anything and would not agree to anything unless the note was given up. 
I am a little out on the date of that $25,000 note given up; I do not think it was 
at that date of reorganization, I think it was before that the note was given up. 
1 could not satisfy my mind on the minutes of the Keeley mine as to the date, 
but my recollection is that prior to this reorganization we had talked over the mat- 
ter from time to time and I insisted on the bank having a larger holding of stock, 
and I think that if you look at the transfer books a certain proportion of the stock 
from Nesbitt and Wishart was transferred about the time that his note disappeared. 

-Q. Just tell me what there was in connection with the note; you can describe 
how you got it; tell me why you gaveitup? A. I gave it up because I was forced 
to give it up, and Wishart threatened to bring suit to dissolve the pool and to make 
public the investments of the bank in the Keeley Mine. I gave it up to avoid it. 

Q. Did he come over here himself? A. He did on several occasions. , 

Q. Was he a stockholder in the bank? A. Not at that time, I do ®ot think, 
but he got a friend of his to take $500 of stock in the bank, and I think it was 
about that time. 

Q. Who was the friend? A. A man named John Costigan. 

Q. Did he use the status of shareholder for any purpose? <A. No. : 

Q. Did he say anything to you about it? A. No, he was in the background. 

Q. That $25,000 note was given back and not paid, and did the bank get any 
benefit or advantage by giving it up? <A. The only advantage the bank got was 
to enable me to have more control over the mine’s affairs, the company’s affairs. 

Q.. In what way? A. I had everything absolutely in my own hands then. 

Q. You were not the only stockholder? A. No, but I got them to agree 
at that time that I would be absolutely in control, nothing would be done without 
my consent. 

Q. Is it the case that Wishart had paid $50,000 in cash in ‘Haileybury to 
Mr. Graham, who was solicitor for the Keeley-Jowsey Wood prior to the due date 
of that $25,000 note? A. No, he never paid a dollar unless he took my cheques 
and handed them over; that is the only way he would ever have paid anything. 

Q. When the note came due actually on the same day, was there a transfer 


of stock to the Farmers Bank or to you by Wishart, $50,000? A. I cannot say 
‘whether it was the same day, but my recollection is there was a transfer. 


Q. About the due date? . A. I cannot say that; the books would have to 
show that. I remember a transfer being made on or about that time. 

Q. And was that in consequence of giving up the note or the considera- 
tion? A. No, that was in consequence of my making the next payment on the 
mine; | refused to pay anything further unless something more was done for the 
bank. 

Q. If, as a matter of fact, on the very due date of the note $50,000 was 
transferred to you or the Farmers Bank by Wishart, would the two have any con- 
nection? A. I do not think they had. 


Q. Then would the reorganization have taken place some months after that? 
A. Yes, the reorganization took place some months after that. 
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Q. And would the $25,000 note have anything to do with the reorganization t 
A. Well, I do not think so; no, I cannot see that it had. 

Q. Then when the reorganization took place you were in supreme control? 
A. Well, I was, yes, to a certain extent; I could not get by-laws passed and such 
matters unless they had consented to it. 

Q. I thought you said nothing was to be done without your consent? A. 
My being in supreme control was this: no stock should be transferred, nothing could 
be done without my consent, but it would require the consent of two-thirds of the 
shareholders in order to carry out some of the schemes that we were in, that is the 
reorganization. 

Q. Who were the shareholders at that time? A. The shareholders were 
Mr. Wishart, Dr. Nesbitt, the Farmers Bank and myself, and Mr. Owens had a 
few shares. 

Q. You told us on the thet occasion that there had been an advance practically 
of the first $50,000 by the bank, and then when the next payment came due a 
similar amount had to be made up and paid? A. Yes. 

; Mr. COMMISSIONER: Does that mean another $50,000? A. Yes, another 
50,000. 

Mr. Hoperns: Can you tell at all the total amount that was advanced by 
the bank to or on account of or charged to the Keeley Mine? A. I could not 
tell you the exact figures, but I think it was in the neighborhood of $600,000— 

Q. Was that advanced in cash? A. In the first place the $300,000 was 
paid for the property; there was about $60,000 invested in machinery and about 
$15,000, I think, on buildings, and then the mine cost about $5,000 a month; 
$120,000 paid out in wages and supplies; the books would show that; I could not 
tell you offhand. | 

Mr. CoMMIssIoNER: How long was it operated then? A. It was operated 
from May, 1908, 1909, and 1910—about two and a half years. 

Mr. Hoperns: The date of reorganization appears to be, as far as I can make 
it out, about December 14th, 1908, when there was a call loan put through for 
$350,000? <A. That may ber 

Q. December 4th, 1908, appears to be a meeting of the provisional directors 
of the Keeley Mine, Limited, that is the reorganized company, is it not? A. 
Yes, that will be the reorganized company. 

Q. The president, William J. Trounce, in the chair; Hiram J. Pritchard, 
secretary; and .William T. Taylor. This resolution was carried: “That the offer 
of thé Keeley-Jowsey-Wood Mine, Limited,.to sell out to this company. in terms 
as follows; that the Keeley-Jowsey-Wood Mine, Limited, make an offer to the 
Keeley Mine, Limited, to sell, transfer and assign all its bonds to the Keeley Mine 
Limited, in consideration of the assumption by the Keeley Mine, Limited, of all the 
liabilities of this company and two millions stock fully paid up, and non-assessable 
in the capital stock of the Keeley Mine, Limited, the said stock to be issued to the 
following shareholders of this company, viz, : 


We Ro Silvas vera a hiya oe. in te Sere cite tat eee 100, 000 shares 
Gheorge (Wishart: ices sor 00 aise neat ae tee 100,000 
Williams Beatiie: IN esbitini cit ere eee crete ete 99,999 “ 
HAW aes Owens eee ee eo eee eee Lert 
ThéecKermers, Bank-6f Canada i. tee. Sosmeees 100,000 “ 


be and is hereby accepted ”—that would be the terms on which that went through? 
A. Yes. 
Mr. CommissionER: There is nothing there about $300,000; and Mr. Owens 
is down for only one share? A. I transferred some more to him afterwards. 
Mr. Hoperns: Up to this date, December 4th, 1908, I find there were three 
payments and an over-drawn account; I will just read you the items: May 29th, 
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1908, $25,000; May 30th, 1908, $25,000; August 15th, 1908, $50,000; those three 
would be the payments we have been speaking of? A. The first two, May 29th 
and May 30th, would be the first payment of $50,000. 

Q. August 15th, $50,000 would be the second payment? A. Yes, I would 
say so. 

Q. The next item is overdrawn account, December 17th, 1908, $61,374. 31; 
speaking generally, what does that represent, operating expenses or further pay- 
ment? A. Cheques of the Keeley Mine will show that; that is, June, July and 
August; it would not be operating expenses. But there were buildings, we built 
a road there that cost three or four thousand dollars. 

Q. I want to find out what the situation of you and your associates was 
before the transfer that I have just read you of December 4th, 1908; the first 
two payments were made, one on the note of Beattie Nesbitt, another on the note 
of Wishart, of $25,000? A. No, Beattie Nesbitt never gave a note, not for that. 

Q. Was it simply charged up to him? A. No, it was not charged up to 
Nesbitt even. 

Q. What was done with it? A. It went through a special account of my 
own. The ledger will show that I drew a cheque and marked it special account 
for this transaction. 

- Q. Beattie Nesbitt got the stock did he not? <A. Yes. 

Q. In the Keeley-Jowsey-Wood Mines, Limited? A. Yes; he got the stock 
for putting the deal through; he had the option. : 

Q. He got $25,000 of stock? A. He got more than that; the original one 
was one million dollars, and the second one was two and a half million; and of 

the first million dollars Nesbitt got, I think, $350,000. 
| Mr. CoMMISSIONER: Does that mean that Nesbitt was to have his interest 
for the introduction of the property? A. Yes. 

Q. Paid nothing? A. Paid nothing at all. 

Q. He was to pay nothing? A. He was to pay nothing. 

Q. I thought you mentioned previously that Nesbitt was to pay $25,000 and 
he did not pay? A. No, Nesbitt was to get $25,000 deposit for me so that I 
would not feel the drag on the bank. 

Mr. Honeins: He was not personally to pay anything? A. No, he could 
not pay anything at that time; he had nothing to pay with. 

Q. He was to get whatever interest he got for turning over the option? A. 
Yes. 

Q. Was the option in his own name or his and Wishart’s? A. No, it was 
in his own name. 

Q. The option was for $300,000? A. Yes. 

Q. So he charged for the option and got his interest in the mine, in this 
million dollar capital, of $350,000 for nothing then? A. Yes, absolutely so far 
as paying any money was concerned, yes. 

Q. The $25,000 was represented by a charge to your special account? A. 
Yes. 

Q. $25,000 and by Wishart’s note which was discounted was it not? A. Yes. 

Q. And then when the second payment came to you of course Beattie Nesbitt 
was not to pay anything more? <A. No, we did not expect at that time that any- 
body would have to pay anything more. 

. Who was the $50,000 paid to? A. That was paid to Keeley, Jowsey and 
Wood at Haileybury at the Union Bank. 
_ Q. Who was it charged to in the Farmers Bank? A. I cannot say whether 
it was charged to me in my special account or whether we had opened an account for 
the company at that time. ’ 
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Q. It appears to be charged in an account called Keeley-Jowsey-Wood Mine 


Limited, just charged up to them? A. That is where the payment was made to — 


out of the bank funds. 

Q. The two earlier payments appear in the same account as discounts? A. 
After the company was formed it was transferred over from my special account in 
order to commence the recor ds of the company from the date of the purchase of the 
option. 

: Q. What was put through to authorize the charge of $25,000 was to. discount 
a note of yours? <A. No, the note of the company. | 

Q. There were two notes discounted on May 29th and 30th $25,000 each? 

A. Yes, I believe there was, one was Wishart’s and one was the company’s. 


Q. Did Beattie Nesbitt’s interest increase over the $350,000 in the original ~ 


company? <A. No, it did not. 

Q. ‘To whom was the other stock issued? A. The other stock was issued to 
Wishart, the Bank, Mr. Owens and myself. 

Q. In what amount? A. Mr. Owens’ was a small amount, one share, you 
saw that; and the others were equal amounts. 

Q. ‘$1, 650,000 to be—? A. No, it was $1,000,000, the first company was 
$1,000,000. | 

Q. You had $650,000 to divide up? A. There was $650,000; my recollec- 
tion is, the Keeley Mine Stock book would show that one-third of the $650,000 
went to Wishart and one-third to myself and one-third to the bank. 

Mr. CoMMIssIoNER: Why do you say $650,000? <A. $350,000 went to 
Nesbitt, that is my recollection. 

Q. That was his total interest? A. Yes. 

Q. When the capital came to be increased to two and a half millions, did he 
still remain at $350,000? 

Q. Then it was divided equally, $500,000 to Wishart, $500, 000 to Nesbitt, 
$500,000 to me and $500,000 to the Bank. 

Q. That is only two millions? A. We kept $500,000 in the treasury. 

Q. His holding increased then? A. Only nominally; we doubled the 
capital; it rather decreased. 

Mr. Hopeins: The thing started off with Beattie Nesbitt having $350,000 
of the stock in the origina] company as against $200,000 to each of you three? A. 
$200,000 apiece, yes; the Keeley Mine stock ledger will show that exactly. 
| Q. What was the cause of his interest when it was turned over to the new 

company being decreased? A. A general understanding that the stock was to 
be divided that way; my mind at that time was to increase the bank’s holdings and 
my holdings. 

Q. You spoke of Nesbitt and Wishart having turned over an amount? A. 
That would be back about the second payment. 

Q. That would be in the original company? A. Hither the second or third 
payment. The first was in May, the second one was in August and the third one I 
think was a month or so later, and that is when J found out I had to go on and 
assume the whole responsibility of the payments I demanded more of the stock. 

Q. You made after August another payment of $50,000? A. Yes, we went 
on making payments at certain intervals, I do not know whether there was 30 or 60 
days between, till we had paid $300,000. 

Q. Payments after the first two $50,000 were at the rate of $40,000? A. No, 
they were always $50,000, but we got paid something on account and had them 
extended; we did not pay the full each time; we would pay something, sometimes 
half of them, sometimes $20,000 and then ask a further extension for 30 days. 


Q. You had no obligation from Beattie Nesbitt; you had a $25,000 note from 


Wishart, and the payments were coming due; did you get any securities from any- 
body else? A. No. 


~_ 


oT 
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Q. Then when you parted from Wishart there was no security standing in the 
hands of the bank, nothing but the bank’s interest in the company? A. None 
whatever. 

Q. You formed the new company and took the transfer over in the way I 
have spoken of ; how did you charge that $5,000 that Beattie Nesbitt got out of that 
$10,000 cheque that. Lindsay cashed, how did you enter it up in the books? A. I . 
did not enter it at all; I told you I exchanged that for another cheque for $5,000. 

Q. Was there a payment made to Beattie Nesbitt in December later on? A. 
Payment made to him? 

Q. Yes, of $5,000? <A. J think there was. 

Q. How was that charged? A. That was charged to the Keeley Mine. 

Q. Why was it charged to the Keeley Mine? A. That was for Nesbitt 
arranging the reorganization in order to get the new company in operation. 

Q. Ido not see what benefit you got through that? A. I felt at that time 
we had to do something and the million dollars capital, it was $5 a share and we 
had to get a larger capital in order to float it. 

Q. It does not cost $5,000 to get a new charter? A. No, the $5,000 had . 
nothing to do with it, that was Nesbitt’s demand of $5,000 at that time. 

Q. What was he doing toearnit? A. He was getting Wishart into line and 
assisting me to get the thing through. : 

Q. I have been unable to understand why Wishart should hold the key to the 
situation; you and Beattie Nesbitt and the bank could out-vote him? <A. We felt . 
that we had to play friendly with him at that time, I did, had to give in to anything 
he wanted. 

Q. What was his hold over you? A. His threat always to bring a suit to 
dissolve the pool and get the stock. 

Q. Well, what would have been the result of that? A. The result of that 
would have been better for me if it had been done, the result would have been that 
the advances of the bank to the Keeley Mine would have been exposed. 
| Q. They had only made these two advances, had not they, May and August? 
A. There was more at that time, at December. 

Q. $100,000? A. More than $100,000 at that time. 

Q. You thought that this suit. would disclose the advances to the bank by the 
miner <A. Yes. 

- Q. Did Wishart make that threat? A. Yes, he made that threat, threats 
to that effect’ : 

Q. He must have made those threats prior to August 15th, because that is the 
date of the second payment? A. When the second payment came along, when it 
came due, the friction began. 

Q. How long did the friction last? “A. Until after reorganization. 

Q. I thought you told me a little earlier this morning that you got rid of 
Wishart some time before? A. I never got rid of him; from the very first to the 
last I was trying to get him in line so that I could work. 

Q. Was his position any different from any other stockholder? A. No, his 
position was no different, but if he had started that suit against the bank and 
myself and dissolved the pool, why it would have made trouble, that is all. 

Q. Had he any grounds for sucha suit? A. I could not see that he had. 

Q. Was the pool a written agreement? <A. Yes. 

Q. It was his interest was it not, to have this mine reorganized andthe stock 
unloaded, as you said, on the suffering public? A. Yes, it would be for him to 
get his share out of it certainly. 

Q. I wish you would give me some idea how it was he was able to hold you up 
to that extent that you had to pay Beattie Nesbitt $5,000 to get him into line and 
give him back his note and give him an equal share with you in the mine? A. 
That is very plain. We could not possibly reorganize with one of the directors and 
President of the bank (the witness means company) refusing to take any action in 
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the matter and the Vice-President—I cannot say that Nesbitt refused to do it, but 
Nesbitt at that time managed Wishart. | 

Q. Was Nesbitt acting in the same way as Wishart? A. No, I cannot say 
as he did; he thought he ought to get something out of it. 

Q. i may be dense, but I do not really understand the situation that you got 
into at that time which necessitated— A. The situation that I was in at that 
time was I was afraid they would disclose the advances of the bank to this mine; I 
did not know where.I was at at this time. 

Q. Was Beattie Nesbitt your President? A. Not at that time. 

Q. When did he become President? A. The 26th November, 1906. 

Q. When did he cease to be President? A. On the middle of January, 
1908, about that. 

Q. What position did he occupy, was he a decicr or vice-president, after 
that of the bank? A. He had no position at all in the bank. 

Q. What did you mean by referring to the president of the bank or the vice- 
president refusing to take action? A. I meant the president or vice-president of 
the Keeley Mine, not of the bank; Wishart was the president and Nesbitt was the 
vice-president and I was the secretary-treasurer. 

Q. At all events you reorganized and paid Beattie Nesbitt on December 14th, 
1908, the $5,000 really for getting Wishart into line? A. Yes. — 

Mr. ComMIsstoner: Perhaps you would ask him why he did not give him 
stock instead of cash. 

Mr. Hopeins: Why did you not give him stock instead of cash? A. Be- 
cause he wanted the cash at that time; I could not say why; it never entered my 
mind until now. He had all the stock he wanted at that time. 

Q. It was money he wanted? A. Yes, it was money he wanted then. 

i Q. Did he tell you he could get Wishart ‘into line for that amount of money ? 

He did.. 

Q. Did he tell you so before he did it? A. He must have or I would not 
have given him the money. 3 

You remember it? A. I cannot remember him saying he would do that, 
he is not that kind of a man, he never speaks out exactly what he means; he meant 
that anyway. 

Q. You understood he meant that? Ne Yes. 

Q. You paid it out to him on the 14th? A. It went to his credit, you will 
find it in the ledger. { 


Q. It was paid before the transfer was actually consummated? A. I cannot 


speak as to that but J think it was just simultaneously. 

Q. December 4th, is the first meeting of the Keeley Mine Ltd. the new com- 
pany? <A. Yes. 

Q. The allotment of stock was made, and you and Wishart and Nesbitt were 
elected directors, Wishart was appointed president, Beattie Nesbitt, vice-president, 
yourself secretary-treasurer and then it appears to have been moved and seconded 
and unanimously carried that the offer of the Farmers Bank of Canada to under- 
write $500,000 of the capital stock of the mine at a discount of 30% be accepted 
and the same be alloted in the name of W. R. Travers in trust, the said stock to be 
disposed of in such manner and way as the said bank may determine. The account 
was to be kept and you were to have the signing in your discretion of the cheques 
and soon? <A. Yes. 

Q. It was after that that you signed the cheque to Beattie Nesbitt? A. No, 
I signed a cheque of the mining company for $5,000; I do not know whether I 
made it to his order or not; at all events it went to his credit in the bank books. 


Q. Went to his credit in the Farmers Bank? A. Yes. 
Q. And he accordingly checked it out? <A. Certainly. 
Q. It was not paid to him in money? A. No. 
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Mr. COMMISSIONER: ‘That was part of the over-draft of the Keeley Mine I 
suppose? A. Yes. : 

Mr. Hopverns: Did Wishart get any money? A. I do not remember giving 
him any at that time, no. 

Q. What was his original interest in the mine? A. His original interest 
as I have explained to you before shows in the books of the Keeley Mine a certain 
amount of stock. . 

Q. When Beattie Nesbitt took over the option had Wishart any interest in 
it? A. He had no interest at that time; Beattie Nesbitt and myself went to 
New York and got Mr. Wishart interested in it, thinking that he would be able to 
float it, and that we could turn it over and make some money out of it; that was 
the origin of it. _ ) 

Q. When it came down to the reorganization you had given him pack his 
note, he had put up no money? A. Not a cent. . 

Q. He had over $200,000 of stock and he got on the reorganization $100,000, 
an equal amount with you and Beattie Nesbitt? A. Yes. 

Q. What did you give him that for? A. Why? 

Q. Yes? A. How could we get rid of him? 

Q. I suppose if he got his note back he would hand back his note? A. No, 
he did not. At the time he gave his note back if you look at the transfer book of 
the Keeley Mine you will find an additional amount of stock was transferred to the 
bank, that is as I recollect it now. 

Q. The three persons that were interested, yourself, Beattie Nesbitt and 
Wishart do not appear to have put a cent up to the time of the reorganization into 
the bank? A. There was not anybody ever put a dollar into the Keeley Mine 


from start to finish but the Farmers Bank. 


Mr. CoMMISSIONER: Why did you not, when they defaulted, close them out, 
if you were going to make these advances? A. I was afraid of them. — 

There would have been only $50,000 then invested? A. I wish I had. 

Mr. Hopeins: Did Beattie Nesbitt make any threats that he would bring an 
action to dissolve the pool? A. No. | : 

Q. Or was he associated with Wishart in that attitude? A. No, he never 
made any threats. | 

Mr. CoMMISSIONER: Was there any agreement about these advances, was the 
Farmers Bank protected in any way? A.. Yes, there was the original agreement, 
before the first $50,000 was paid—that agreement should be among the papers; I 
have seen it during the giving of my evidence—which was to the effect that if I 
paid this $50,000 that the affairs of the company should remain in my hands until 
the bank was paid off and that all the stock should be pooled until the bank was 
paid off. 

Mr. Hopeins: You having got that, you entered into it as general manager 
of the Farmers Bank and the money having been advanced they proceeded to make 
it uncomfortable and you say these payments and this stock is the result? A. 
Yes; I would not say that as to Dr. Nesbitt; I won’t say he took that stand. 

Q. He seems to have been equally favored as if he had? A. He thought he 
was entitled to it; we thought it was very wealthy at that time; I thought we would 
make big money out of it. I was in New York and I was offered $500,000 cash for 
it in the presence of Mr. Yarker, the manager of the Clearing House in Toronto; I 
took him down on purpose as a witness as an old friend of mine and I thought we 
had a real proposition. 

Q. Did you pay Dr. Nesbitt anything more than $5,000? ‘There is another 
W. Beattie Nesbitt amount charged to profit and loss and from there to Keeley 
.Mine stock and bonds, $5,000 later on; can you throw any light on that? A. 
What date is that? 


\ 
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Q. It is not dated in the statement I have, but it is later because it is charged 
into Keeley Mine stock and bonds account, which was a later account? <A. I 
cannot recall that just now. 

Mr. CoMMISSIONER: How did that go out? 

Mr. Hopeins: That $5,000 when paid to Beattie Nesbitt was charged up on 
loan. a | 
Mr. G. T. CuarKson: Charged up to profit and loss? A. I do not think 
it was charged as a loss. 3 ; 

Mr. CoMMISSIONER: Profit and loss in the bank books? 

Mr. G.'T. CuarKson: Yes. 

Mr. CoMMISSIONER: How did it come back from profit and loss? 

Mr. G. T. CLarxson: They credited profit and loss and charged Keeley Mine 
Stock and Bonds, then it appeared as an investment in stock. 

Mr. Commissioner: In the stocks and bonds of the company? 

Mr. CLARKSON: Yes. 


The Commission adjourned at 1 P.M. to 2 P.M. 


The Commission resumed at 2 P.M., May 27th, 1912. 


W. R. TRAVERS Examination continued.— 


Mr. Hoperns: In the prospectus of this Keeley Mine Ltd. amount payable 
to the three original owners is given as $180,000 out of the issue as stock? A. 
That cannot be tight, 

Q. It says so here in the prospectus; look at it? A. That is the balance of 
the $300,000. 

Q. The $120,000 would have been paid before that? A. Yes. 

Q- The liabilities of the company at that time amounted to $215,655 accord- 
ing to the prospectus, machinery, supplies, coal, pay roll and borrowed money? 
A. I presume so. 

Mr. CoMMISSIONER: That borrowed money being what they owed the bank? 
A. Yes, sir, in fact it was all owed the bank; there was no other money came 
into ‘it. 

Mr. Hoperns: After the reorganization mene is I see a transfer here of 
50,000 shares of Wishart’s stock to Pakeman, of London, and Whitney, of New 
York; has that anything to do with the transfer of some of Wishart’s shares that 
you spoke of? A. Those are Wishart’s shares. 

Q. You said Wishart and Beattie Nesbitt had transferred shares? A. Not 
those shares; that is a different matter. 

Q. From the time of the incorporation of the new company you had prac- 
tically the control? A. So far as the money part was concerned, yes. 

Q. And advances were made right on through 1908, 1909 and ee A. 
Yes. 

Q. What was the method adopted? A. The company gave its sais and we 
placed the money to the credit-of the company and it was checked out by the com- 
pany’s checks signed by me. 

Q. No further security taken than notes of the company? a Not until 
we took the bonds, no. 

‘Q. Not until you took the bonds of the company? <A. Yes. | 

Q. There are two balance sheets here shown the 30th April, 1909, and the 


30th April, 1910, which show that on the 380th April, 1909, there were bills pay-: 


able, call loans, Farmers Bank of Canada $355,000, as well as over-draft of $7,111; 
aud 30th April, 1910, bills payable increased to $518,561? A. I presume that 
is right; Mr. Clarkson has the books there. 
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Q. On the 19th May, at a meeting of the directors, they appear to have 
authorized the issuing of a million of bonds of the Keeley Mine? A. Yes, I 
presume that is the date; they did so. 

Q. Which are described here as secured by a mortgage to the Trusts & Guar- 
antee Company, Limited? A. Yes, the Trusts & Guarantee Company issued a 
trust mortgage for one million dollars and then the debentures were made of 
smaller amounts; I have forgotten what they were. 

Q. “The said bonds to be pledged to the Farmers Bank of Canada to secure 
all indebtedness of the company, present and future, to the bank”? A. Yes. 

Q. Were they so held from the time they were issued in May, 1910? A. 
They were. 

Q. Until they were pledged? A. With the Trusts Company for the 
$100, 000 that was borrowed. 

Q. That was shortly afterwards?’ A. That would be in August of the fol- 
lowing year. 

Q. Then was interest charged up on these payments? A. Yes. 

Q. How did it increase to such a very large amount? A. The books of 
the Keeley Mine will show how it was paid up. 

Q. Speaking generally, what was the money used for? A. The money 
was used for operating expenses and machinery account, interest. | 

Q. Did you put up buildings? A. Yes, we put up buildings; we had very 
fine buildings there, the best in that country. 

Q. -Did you put in a gas plant? A.-. We put in a gas-producing plant, yes. . 

Q. Was that very expensive ? A. Yes, it started out with $29,000 and 
ended up with about nearly $50,000, I think. 

Q. What did your buildings cost in round numbers? A. I think abours 
$15,000. 

Q. Your machinery? A. Something like $50,000; the books speak for 
_ themselves. 

Q. That was the gas producer plant? A. Yes, but through the mistake of 
the manager the gas-producing plant was ordered improperly; that is to say, the 
parts that were put in were not in proportion to the strength, and we had to send 
to England and get new parts for it and charge them, and that is where the addi- 
tional cost came in. 

Mr. Commissioner: I thought you made $30,000 before as the cost of the 
building? A. I think I said $15,000. The figures are all in the books. Mr. 
Clarkson could prepare a statement which would be exact. 

Mr. Hopeins: Yes, I only want to get what the money was spent for. I 
see that in your prospectus you say there is being installed over $25,000 worth of 
machinery, half of which is now on the property and the camp is most thoroughly 
equipped, having two bunk houses, one mess house, office and assaying office, with 
full equipment, blacksmith shops, etc.; in fact, with everything necessary to carry 
on successful mining. Then interest was charged upon these advances from 
time to time? A. Yes, they were charged up to the company’s account. 

Q. Was this matter ever brought before the directors of the bank? A. No. 

Q. In what way was it kept from them? A. They never asked anything 
about it and I never said anything to them about it. 

Q. They did not know you were investing all this money in the mine? A. 
They knew that I invested it in the beginning, but as the whole of the directors 
were prepared to swear that they did not know about it, that they authorized 
$5,000 when the first payment was $50,000 and they could not remember about 
anything else that was in the books, so I pleaded guilty to that charge that they 
did not know anything about it. 


Q. You never reported these large advances? A. I never reported after 
the first payment was made. - 
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Mr. CoMMISSIONER: That is the first $50,000? A. Yes. 

Q. Is there a record of that in the minutes? A. The first $50,000 was 
changed from $5;000 to $50,000 in the minutes, and they indicted me for forgery 
for that and I pleaded guilty to it. 

Q. What does that mean? A. It means that the directors were prepared 
to swear that that was $5,000 advance, not $50,000, and that I had changed it 
after the meeting. | 

Q. What was the fact? A. The facts were that it was changed between 
the first meeting and the meeting that the minutes were confirmed at. 

Q. It was changed after the meeting? A. It was changed after the first 
meeting. 

Q. Why? Because my stenographer took it down wrong and I called my 
secretary downstairs, which she will be prepared to swear, and I had the change 
made there and then, before the minutes were read at the next meeting. 

Q. In the presence of the members of the board? A. No, they were not 
there; that is the only information. 

Q. Where did you keep the minutes as the meeting went on, on a slip of 
paper? A. I kept the minutes on a slip of paper and had them copied in a 
book. 

Q. And the paper destroyed then? A. It should not have been destroyed ; 
I thought they were all there at the time my trial took place, but it appears they 
were not. 

Q. It is quite true that the change was made? A. Yes. 

Q. It was only made on account of the mistake in entering it as $5, 000? 
A. Yes. 

Mr. Hopeins: After that? A. After that I did not report anything to 
them at all. 

Q. JI suppose when the change was made, the minutes would come up for 
confirmation? A. Yes. 

Q. And would be read as in the changed fcorm? A. I say that I read those 
minutes to the board as.$50,000 and they were confirmed as that. 

Q. You thought they were confirmed, and that is your idea, -at that figure? 
A. Yes. 

Q. That was in 1908? A. Yes, 1908. 

Q. And the directors evidently did not know there was any change at that 
time? A. Why, no; there was nothing said about it at all. 

Mr. CoMMIssIONER: This is June 17th. 

Mr. Hoperns: Then there was no feeling between you; no reason why you 
should not have reported anything further? A. No, they would have granted 
anything I asked them. 

Q. Why did you not report anything further? A. I read the $50,000. 

Mr. ComMIssIonER: ‘ Did you notice this (page 133): “The general man- 
ager explained the formation and interests in the Keeley Mine which was satisfac- 
tory to the board, and further advances were authorized if necessary”. Did they 
say that was put in? A. Yes, that is what they said after I was arrested. 

Q. That those three lines I have read were interpolated? A. Yes, sir. 

Mr. Hoperns: What is your reason for not having reported these advances 
to them from time to time? A. I explained the matter to them fully at first 
and told them I did not know how far I would have to go; I did not think I would 
have to pay anything more than the first payment and that we stood-to make 
large money for the bank out of it. 

Q. I should have thought that even if you had distinct authorization, their 
interest in the thing would cause them to ask you from time to time how it was 
getting along? A. They did not do so. 
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Q. I suppose you found the advances were so large you were afraid to report? 
A. Yes, that is true. 

Q. Were any members of the bank at that time members of the Keeley Mine 
Directorate? A. None but myself. 

Mr. CoMMissionER: What was their explanation as to what explanation you 
gave as to their credit; the directors were examined, were they, about it? A. No, 
they were not examined about it. 

Q. You do not know what their statement is? A. No, my solicitor told 
me that they were prepared to swear that that change was made unknown to them, 
and I had not a leg to stand on; I might as well plead guilty to it; that is the 
way it was. 

Mr. Hoperins: There were two accounts; one the Keeley Mines, Limited, 
account, and there was another one later called the Keeley Mine Stocks and Bonds 
Account, was not there? A. Yes. 

Q. Why were there two accounts? A. Because the one account was the 
direct advances of cash to the Keeley Mine; the other was the $500,000 stock that 
was given as a bonus to the bank that was picked up as we required to cover up 
a loss. 

Q. What do you mean by picked up? A. Picked up, carried into the 
books; it was not carried into the books when it was given; the $500,000 was 
simply kept on hand without any entry in the books at all. 

Q. Do I understand that if you made a loss in some other transaction that 
you would carry this into the books to offset that loss? A. We did. 

Q. A sort of dumping ground for losses? A. I considered that the stock 
was worth $300,000, 60 cents on the dollar, and I was using that surplus for the 
purpose of making profit. | 

Or covering losses? A. The same thing. 

Q. Is that another phase of banking, making profits and covering losses are 
the same thing? A. If your expenses are greater than your profits and you pick 
part of that stock up and credit it to profits then you are reducing— 

Q. That is what you mean by making profits, manufacturing profits? A. I 
do not consider that manufacturing profits. 

Mr. Commissioner: I suppose if it had been an ordinary business transaction 
it would have appeared as an asset of so much value at the time I got it? A. That 
1s what I should have done. 

Q. Instead of that you used it from time to time where you were running 
behind, appropriated it to meet the deficiency? A. ‘That is exactly what was done. 

Mr. Hopeins: How were the call loans and current loans charged—to the 
Keeley Mines Limited? A. The call loans were the Keeley ‘Mines Limited. 

_ Q. Was anything else put in the account called Keeley Mine Stocks and 
Bonds—other losses in other transactions? A. Advances that were made to me. 

Q. To what extent? A. $90,000. ty 

Mr. Commissioner: What does that mean? A. I borrowed on this stock 
that was in my name $90,000. 

Q. Thatis your stock? <A. Yes. 

Q. From the bank? A. Yes, the same as other directors of other, banks 
borrow, and it was charged up to the Keeley Mine. There was $50,000 in one 
transaction and $40,000 in another; there was one hundred and fifty thousand 
dollars of my stock at 60 cents on the dollar transferred to the bank: direct. 

Q. You had how much stock? A. I had $500,000 worth; I took the stock 
not thinking it was a personal matter, but to protect the bank. 

Q. That was after it was re- -organized for the second time? A. Yes, the 
second time. 

Q. Because originally in 1908, in the Keeley Mine you got 100,000 shares, 
$5 a share? .A. No, that is not $5 a share. One hundred thousand would be 
five hundred thousand ddllars; the first amount was only two hundred thousand. 
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Mr. Commissioner: About $200,000? <A. Yes, about $200,000. 

Mr. Hopains: I am speaking December 4th? A. Then I got $500,000. 

Q. 100,000 shares at $5 each? A. That is the original stock. 

Q. Iam speaking of the 4th December, 1908? A. Yes, that would be right. 

Mr. Comiss1oner: Were they $5 shares? A. They were $5 at first. 

Mr. Hopeins: At this time in December, 1908 they became $5, they became 
$1 later on? <A. Yes. 

Q. When you speak of your stock you mean that $500,000? <A. No, I 
mean $500,000 that was in my name personally. | 

Q. ‘That is the one I am speaking of? A. Yes. 

Mr. Commissioner: That is what you describe as yours, it was for your 
trouble and your work? A. Exactly. 

Mr. Hopeins: ‘There is another 100,000 shares at $5 each in the name of the 
Farmers Bank of Canada? <A. Not in the Farmers Bank, myself in trust. 

Mr. Commissioner: Follow up what that $90,000 is? 

Mr. Hoperns: You say you borrowed $90,000 in two sums of $40, 000 and 
$50,000 on this stock? <A. I did. 

Q. What you call yourown? A. Yes. | 

Q. What became of that money? A. I take the responsibility of that, I 
pleaded guilty to it in the Police Court, I used it, part of the property that I used 
it for I turned over to the liquidator. 

Q. We are interested of course to find out where that money went, because it 
is a very serious matter if we are not able to recover any of the money for the share- 
holders cr depositors, it was a very large sum? A. I cannot account for it all. 

Mr. CoMMISSIONER: Cannot you tell in the main? A. I think the liqui- 
dator got about $75,000 worth of property, I do not know what he sold it for. 

Mr. Hopverns: If you tell us first what you put it into we would have a better 
idea?» A. I put it into Rosedale real estate, part of it, I think about $40,000 
there; it was sold for about $27,000 I think. 

: Q. Is that your house? A. Yes. 

Q. You put $40,000 into that? - A. I put that and the land that was there. 

Q. And it was sold for $27,000? A. $22,000 the house was sold for and 
the lot was sold before that went into the liquidator’s hands for $5,000. 

Q. That is hardly credible since 1908, since that time property has been going 
up in Rosedale? <A. It is not credible; I say my house was sold for $27,000 which 
should have been sold for about $30,000. 

Q. How do you say you put about $40,000 into real estate? A. Because I 
put about $35,000 into that real estate alone; I had three lots there that I refused 
$16,000 for. 

Q. You paid $16,000 for? <A. I did not pay $16,000 for anything, I say 
I refused that for three lots there. 

Q. How much did you buy? A. I bought three lots. 

Q. What size? A. One was 70 x 120 and the other was 60 x 120, and the 
other 60 x 120, 190 feet in all. 

Q. What did that cost you? I have just told you in the neighborhood of 
$35,000 with the house and everything on it. 

Q. You built the house? A. Yes. ; 

Q. What did you pay for the lots then? A. I paid $3,600 for one lot and 
$5,000 for the other, those two. 

Q. What for the third? A. The third was something like $5,000, I have 
forgotten just what. 

Q. That would be about $15,000? . A. Yes, about $14,000. 

Q. What did the house cost you? A..~ The house cost me about $16,000. 

Q. That would be about $30,000? A. Yes, but I made improvements 
there; I sodded the place, I put in shrubbery, I improved some trees around there, 
I built a earage, I connected the waterworks with it; I have not got my private books. 
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Q. When did you do this? A. I did this in 1907 and 1908. 

Mr. CoMMISSIONER: Q. Did you keep a book showing? A. No, I had not 
anything but my private cheques, I do not know what has become of them. 

Mr. Hopeins: Q. The $40,000 was not drawn till January, 1910? <A. I 
am not going to say anything about the $40,000 beyond I pleaded guilty in the 
Police Court. 

Q. I thought we were spaatshe on that? <A. I say out of the moneys I 
took I am accounting for a certain portion of it that was turned over to the liqui- 
dator. 

Q. JI am going a little further than that, I want to see whether we can tell 
what you did with the $90,000? A. You cannot, because I do not remember. 

Q. I am trying to help your memory by suggesting that if you take the 
amounts you paid for these various things you would get a pretty good idea where 
the money went to; that cannot certainly refer to the $40,000 because that was not 
advanced till J anuary, 1910? A. No, I say of all the moneys that were referred 
to the Police Court on which I pleaded guilty, every dollar that was short was 
mentioned to the Police Magistrate when he sentenced me, and I am taking the 
responsibility of it all. 

_ Q. That is you are taking the responsibility of misappropriating it, is that 
what you mean? A. The charge that was laid against me. 

Q. But it is of a considerable interest to know if possible where the money 
actually went to? <A. I have not a dollar of it, it is all gone. 

Q. You ought, I think, to try and help the depositors ? A. There is nothing 
the liquidator can get back out of it, or I would be very glad to help him. 

Q. Why not let him try? <A. Because I know it would be no use. 

Q. Did you disclose to the liquidator what you did with this $90,000 money ? 
A. No, I did not. I was arrested so quickly and they locked me up and gave me 
no chance for my life and therefore I had no chance to help the liquidator. 
| Q. But since then, since the trial was over? A. The hquidator has talked 

to me about it several times and I have done what I could. 

Q. Of course if you have told him what becamevof this $90,000 it would be 
quite sufficient for us to get a statement from him, but have you done so? <A. No. 

Are you objecting to? A. Iam just now. 

Q. Why? A. Because I do not think it will do any good so far as I am 
concerned. 

; Q. You are the only man who has had a chance to consider that question up 

to the present time? A. Well, J think I have taken the responsibility and taken 
my sentence on it, and I do HOt see I should follow that up; it has gone, I have not 
a dollar. 

Q. If you could fears it now, you would be glad to do it? A. If J had 

the money or could get my hands on it, I should give it back with the greatest of 
leasure. 

, Q. Why do you not give the liquidator a chance of seeing whether he can 

realize it? A. J do not think he could, it was paid out in different ways. 

Q. Was it put into the Welsh Mine? A. There might have been some in, 
I do not remember just now. 

. Have you any stock in there? A. Notin my own name, there was some 
stock held in trust for the bank. 

Q. Who has got that? A. I think Wishart swindled him out of it, didn’t 
he? Wishart was handling that. 

Q. How much went into that? <A. About $35,000. 

Q. And did that stand in your own name or in the bank? A. No, that 
stood in the bank’s; that is apart from this other. 

Q. Itis apart from the $90,000? A. Wishart owes the bank $50,000 now. 
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Q. Iam speaking of the $90,000, bear that in mind; I thought you said part 
of it might have gone into the Welsh Mine? A. No, the Welsh Mine was a 
separate transaction of itself; that speaks for itself in the books. 

Q. What is the reason that you won’t say anything about the $90,000 because 
it wag taken by you and appears in the Keeley Mine account? A. It was bor- 
rowed by me, I borrowed it; I did not disguise it, I showed it in the books. 

Q. Who did you show it to? A. Mr. Fitzgibbon made the entries, and 
there was no secret about it in any shape or manner. 

Q. Did the directors know that? A. They could have if they had asked 
about it. 

Q. You did not tell them? A. No. 

Q. Frankly admitting you got it, that accounts for it in that way, but the 
liquidator is most anxious, and so am I, that if possible, some part of it should be 
recovered? A. I would tell him if it could, if a dollar of it could be recovered, 
I would tell him. 7 

Q. You are not able to give him the satisfaction of knowing he cannot get 
if? A. Not to-day, no. 

Mr. CoMMISSIONER: What does that mean, that it was applied for purposes 
of yourown? A. Some of it, yes. 

Q. And some not? A. Yes. 

Q. Are we up against the same snag as we were about $3,000? A. Yes, I 
was just about prepared to tell you the other one till I read that Telegram’s article 
and then I thought J would quit when they put such an article as that in, I was 
doing my best. 

Q. You ought not to hold the community for that? A. I may tell you 
privately before we get through with it; I am not prepared now; I am thinking 
over it very seriously; it is worrying me very much. 

Q. Those letters you handed me they all showed that a great many people 
are suffering from this; even if they cannot get any money if they got a little satis- 
faction in knowing what became of their money? A. It went into the Keeley 
Mine, practically, that is where the money has gone; if I had had three months 
longer, nobody would have required to have made any requests about it at all. ~ 

Mr. Hopeins: This $90,000 did not go into the Keeley Mine? A. I did 
not say so. 

Mr. COMMISSIONER: He means the money these people have lost? A. The 
depositors money went into the Keeley Mine. 

Mr. Hoperns: There are two other sums of $15,000 and $20,000 in addition 
to the $90,000 that were taken by you, were there not? A. Yes, they were bor- 
rowed by me. ! 

Q. On the same stock? <A. Yes. 

Q. And are represented now by Keeley Mine notes, are not they? A. Yes, 
I borrowed through the Keeley Mine by using the Keeley Mine notes for the pur- 
pose of avoiding the directors’ liabilities to the Government. 

Q. Did you make a Keeley Mine note and then put it into the bank and take 
the money out yourself? A. I made a Keeley Mine note and then credited 
the Keeley Mine with it and drew a cheque of the Keeley Mine to my order. 

Q. And took the money? A. Deposited it to my credit. ) 

Q. That would make $125,000, the $90,000 and’$15,000 and $20,000? A. 
The liquidator has the whole amount there. 

Q. That is he has a detail of the whole amount? <A. Yes. 

Q. Iam bringing that to your knowledge in order to ask you if you would 
let me know what was done with that or whether you would rather consider that 
as well? <A. I will. 

Mr. CommisstIonER: I do not understand how that was put through the 
books, the Keeley Mine note? A. The Keeley Mine directors passed a resolution 
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that I could use the company’s name in any way I saw fit, I think that is about the 
size of the resolution, and I made a Keeley note for $20, 000, I credited the $20,000 
to the Keeley Mine and then drew a Keeley Mine cheque. 

Q. Credited where? A. Credited the proceeds of the note to the Keeley 
Mine account in the bank, then I drew a cheque of the company to my personal 
order. 

Q. Mr. Hoperns: I do not see how that would work, the Keeley Mine bor- 
rowed from the bank $20,000, gave a note for it? A. Yes. 

Q. That is the first step; the money was paid to whom for that? <A. The 
money was paid to me. 

Q. What was done with it? A. The proceeds of that note was credited to 
the Keeley Mine account in the bank and then a cheque of the bank was drawn 
to my personal order. 

_Mr..CoMMISIONER: What account are you reading from, Mr. Hodgins? 

Mr. Hopeins: From the Keeley Mine account; that was simply put into the 
eccount as a Keeley Mine note, that is the security which represents this advance 
of $20,000 and $15,000 ostensibly on account of Keeley Mine and it really went 
to Mr. Travers. 

Mr. CoMMIssIonER:. Of course it would properly appear in the Keeley Mine 
account the way he described it, they discounted the note. 

Mr. Hopeins: You did not actually discount the note in the sense of put- 
ting it through the discount? A. I did discount the note. 

Q. I thought you just left it in the bank without discounting it? A. No, 
you are wrong, I discounted. 

Mr. COMMISSIONER: You said you discounted and carried the proceeds to the 
credit of the Keeley Mine account? A. Then I drew a cheque to my personal 
order and credited my own account with it. 

Mr. Hoperns: That was apparently November 3rd, 1910? A. Very likely. 

Q. That is a little more than a month and a half before the bank failed? A. 
Yes, but it was not all used, the $20,000, in one moment; my personal account 
will show that is chequed back for two weeks. 

Q. Where is your personal account? A. In the ledger of the bank. 

Q. Have we access to your personal cheques? A. No, I do not know; I 
sent them up to my house and I have never seen them since. 

Q. When did you send them to your house? A. I told you the other day; 
the day the bank failed. 

Q. I thought you said they were sent to Mr. Owens? A. They were sent 
to Mr. Owens with the Keeley Mine box, that is my impression, and they were 
sent up from there to my house. 

Q. Did you ever see them at your house? A. No. 

Q. Did you ever inquire from any one whether they got there? A. I have 
since the failure of the bank, yes. 

Q. What was the result of your inquiry? A. I have not had any chance; 
I have been in jail all the time. 

Q. When you were arrested the first day, that was the day in which the 
Keeley Mine box and your private cheques went out of the bank? A. Yes, there 
was no question about those cheques then for some time afterwards, and when 
the question came up the cheques were not at my house; I think Duncan sent up 
for them. 

Q. You had an opportunity of finding out if they had reached your house? 
A. JI had no occasion to find out; there was nothing came up that caused me to 
look for them. 

Q. Why did you send them off? A. Because I wanted all my papers; 
there were private letters. 
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Q. Give me the reason you sent them to your house? A. Because I did 
~ not wish them seen. 

Q. Did you pay no attention to whether they had ever arrived there safely? 
A. JI knew the box had arrived, but I never looked at it. 

Q. How did you know the box had arrived? A. I was told so. 

Q. That is the Keeley box? A. No, my private box. 

Q. You were told it had arrived at the house? A. Yes. 

Q. Who had received it there? A. One of the servants, I suppose. 

Q. Who told you it had arrived? A. I do not know. 

Q. Did you give directions? A. I did not think about it at all; it did 
not worry me; I did not think about it; I was just told there was a box there. 

Q. If you did not want it to be seen and you found out it had got there, 
you would naturally make some inquiry, would not you? A. No, it did not give 
me any consideration beyond there was some private letters and papers and other 
things in it that I wanted home. 

Q. Did you see it after it got home? A. No. 

Q. Did you go through it? A. No> 

Q. Did you take out anything from it? A. I never did. 

Q. Did any one else at your request? A. I don’t know, I never asked 
anybody. 

Q. Did anybody ever tell you they had? A. No. 

Q. Do you know where those cheques are? A. No. 

Mr. ComMMISSIONER: Has the box turned up? 

A. Yes, Inspector Duncan went up there and seized a box. 

Mr. Hoperns: Seized this box? A. I believe so. 

Q. Did you ask him what it contained? A. I did*not. 

Q. . Never made any inquiry? A. I was shown so little consideration that 
I did not bother much about it. 

Q. Would what you have told us about the $20,000 note refer also to the 
$15,000 note? A. Yes. 

Q. Did you think that was in pursuance of some resolution of the directors— 

Mr. CoMMISSIONER: He spoke of some general resolution? A. There was 
a general resolution. 

Mr. Hoperns: Was that in the early stages? A. Yes, I think I could find 
it there. 

Mr. CoMMISSIONER: That would mean that the Keeley Mine was lending 
you that much money. A. The Keeley Mine lent me that much money under 
authorization of the Board of Directors of the Keeley Mine. 

Mr. Hoperns: I suppose neither the Keeley Mine nor the bank, other than 
so far as you represented them, ever realized that fact? A. Yes, they did; the 
Keeley Mine did. 

Q. Who knew of it then in the Keeley Mine? A. Both Dr. Nesbitt and 
Wishart. 

Q. Of both those loans? A. Of everything I did in connection— 

Q. Be definite, both the $15,000 and the $20,000 loan? <A. Yes. 

Q. Because they are more than a year apart? A. It does not make any 
difference, from,the very first to the last. 

Q. You say that both Wishart and Nesbitt knew? A. Yes. 

Q. That you were borrowing that money? A. Yes, I would say so. 

Q: And were putting it into your private account? <A. Yes. 

Q. Did they get any money at the same time? A. I do not care to answer 
that. 

Q. I think you ought to answer that? A. I have pleaded guilty to taking 
that money and my solicitor says that is sufficient for me; I do not want to get 
anybody into trouble. 3 
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Q. I would like to know whether they were asking you to get money for 
them under this general authority or not? A. Well, Wishart got some of it, yes. 

Q. What about Beattie Nesbitt? A. - Beattie Nesbitt did not get any of 
that money; at least, 1 do not remember him getting any of it. 

@. Which money do you speak of? A. You have spoken to me about the 
$20,000 and the $15,000. 

. Yes? A. Some of those amounts commencing with the $50,000; 
$50,000, $40,000, $20,000 $15,000; I say Wishart got some of that money. 

Q. You do not remember, is it, about Beattie Nesbitt getting any? A. No, 
I do not think he got any of it at all. 

Q. Why are you so indefinite about that? A. About Beattie Nesbitt? 

Q. Yes? A. Because I do not remember giving him any. 

Q. 1s this resolution you spoke of about an account being kept in the Farm- 
ers-Bank? A. 1 thought there was another one besides that. 

Q. ‘That is not the one, is it? A. That is not the one I was thinking about; 
I thought there was another. | 

Q. That is the first meeting of the new company, I think? A. I do not 
think so; this is the only one I see here, but it was in my mind, although that 
gives me authority to sign cheques. 

Q. This one that 1 pointed out to you at the first meeting of the directors, 
December 4th, 1908, says, “all cheques, notes, drafts, and other documents neces- 
sary for the carrying on of the business of the company to be signed by the Secre- 
tary-Treasurer ”’; that was yourself? A. Yes. 

Q. “And that the management of the mine be left entirely at his discretion ” 
—-you would not want any more than that to do any legitimate business? A. 
But my impression is there was another agreement sank us; I thought it was 
in the shape of a resolution. 

Q. Who was the agreement made between? A. There were only three of 
us that were interested in that, Wishart, Nesbitt and myself, and I acting for the 
bank. 

Q. There are quite a number of other shareholders came in? A, After- 
wards, but those shares were transferred subject to all the conditions that existed 
under them at the time Wishart held them. 

Q. The payment of the $15,000 was October, 1909? A. It might have been. 

Q. There were quite a number of shareholders had come in prior to that? 
A. ‘There was stock transferred from Wishart to them, the same stock. 

Q. Mr. Crompton was a shareholder, was not he? A. Yes. 

Q. Did he know anything about your borrowing? A. No, I do not think 
he did; I am sure he did not. 

Q. Did any of those to whom Pakeman assigned the shares know anything 
about your borrowing? A. I never told him. 

Q. Did they know anything about this alleged resolution or agreement that 
you speak of? A. I fancy they did; I could not swear to it. 

Q. You think Crompton would have known? A. No, Mr. Crompton would 
not. | 

Q. Would those Pakeman had—? A. I do not know what Wishart told 
them; he dealt with them entirely, I did not. 

Q. At all events, you did not tell him. October 26th, 1909, I see quite a 
lot of stock alloted on the increase of the capital stock; and then I see Dr. Beattie 
Nesbitt resigned on the 5th April, 1910, as director? A. Yes, I presume so 
if the minutes show that. 

Q. And did Wishart remain in after that or did he get out at the same time? 
A. Wishart went out then too, I think; the minutes show what happened. 
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Q. I do not find that he did at that time; I do not say he dropped out, 
but he was not elected a director on May 19th, 1910? A. That is the annual 
meeting; he was dropped. 

Q. How would you say that either Beattie Nesbitt or Wishart knew anything 
about this November 3rd, 1910, $20,000? A. How would I say so? 

Q. They had both dropped out as directors before that? A. Which one do 
you refer to? 

Q. The advance of $20,000 November 8rd, 1910? A. I could not say that; 
I thought you meant the other, before they left; the $20,000 I do not know, they 
would not know anything about that. 

. As I make it out, that is $90,000 and the $35,000, making a total of 
$125,000, and the amount paid to Dr. Beattie Nesbitt of $5,000 for re-organiza- 
tion, as you said, managing Wishart, amounting to $130,000, appears to have been 
paid out and not used for the purpose of the operations of the mine? A. No. 

Q. Jam right in that? A. Yes—I won’t say that; no, I won’t go that far. 

Q. Pretty nearly that far? A. No, I cannot go that far. I will say that 
they do not show in the books of the company for operating the mine. 

Q. My question is rather directed to the reality instead of the— A. As 
far as the books of the company goes, it would show the money was not used for 
the purpose of the mine. | | 

Q. So far as you yourself are concerned as to the $125,000? I thought I 
was using it for the purposes of the mine to help the bank. 
~ Q. You might leave out the words “for the purposes of the mine”, would 
not you? A. Both the bank and the mine were so intimately associated that we 
can hardly divorce the one from the other. 

Q. You do not mean to indicate it was spent on the mining operations at 
all? A. Not in sinking down in the ground and paying wages, no. 

Q. Do you suggest that any of it was indirectly used— 

Mr. COMMISIONER: Development. - 

Mr. Hoperns: Can you suggest any way in which the mine or mining pro- 
perty got the benefit of it? A. Not without giving the complete details, which 
I could not do just now. 3 

Q. How do mean the complete details? A. Where the money went. 

Q. You are still back to the point you want to think over? A. I am still 
back to the point you started from. 

Mr. ComMMIssIoNER: Perhaps you can find out from this witness whether 
he kept a record of these things. 

Mr. Hoperns: Did you keep a record of these payments at all? A. I 
had one some place; I don’t know where it is. 

Q. Where did you keep it? <A. I kept it in a memorandum book I had 
that went up to my house, I think, with the other things. 

Q. Did you find out what became of that? A. I never saw that box from 
the time it left the bank; please let me be emphatic about it; J never asked any- 
thing about it or saw it, and I was in such trouble I did not think about it; the 
first time the matter came up was in the Police Court, and to tell the truth I did 
not care for it after that. 

Q. I should think that would be the one thing you did care about? A. I 
got such swift and such unfair treatment, that really if they had waited a while 
they would have got everything; I was not trying to get away from any responsi- 
bility at all; the bank failed one day and they had me arrested the next. 

Q. That was not the doing of any of the depositors? A. No. 

Q. You understand that my interest in the matter is directed in these inquiries 
at all events to help them, because if anything can be recovered they are the ones 
that will benefit? A. I have already told you that if it was possible to get one 
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dollar of that money back I would gladly give the liquidator the fullest information 
but I cannot see it will. 

Q. He naturally wants to have some chance to decide that himself; before 
leaving this, you, I think, gave a wrong impression; you said you turned over 
$75,000 of property to the liquidator which he has sold as I understood for about 
$30,000? <A. Yes. : 

Q. Is not that a little misapprehension? A. Nota bit, nota particle. We 
will just see how close we can get to that. It is not what he sold it for, it is what 
it cost me, I am going on. 

Q. You do not mean to suggest that he sold at an undervalue? A. I think he 
sold for all he could get for it; I am not quarreling with him in the slightest; he is 
a very careful and honest man, and I am only saying I was not consulted in the 
matter, nobody said a word to me about the house being sold; it, was in my wife’s 
name, and I think she could have kept it, because it was built in 1907 and there was 
that money, commissions owing me at that time. 

Q. Did you sell a lot close to the house and get money for it before the failure? 
A. Yes, I sold it for $1, 000 to pay my solicitor. 

Q. What was the size of that lot? A. That lot was 60 feet by 120. 

Q. What was that worth, what did it cost you? <A. It was worth over 
$6,000. 

OoeyYou sold itfor: $1,000? < Ao. Yes. 

Q. Subject to mortgage? A. Subject to a small mortgage about $2,000. 

Mr. Ciarxson: I think it was $3,500? <A. No, it was not; I sold it for 
$1,000. 

Mr. Hoperns: Considerably undervalued? A. Yes, I sold it quickly to 
get money to defend myself with. 

Q. Just give me that memorandum you are making and we can go to some- 
thing else? A. Here is $68,000 I can figure up in a minute; the house and two 
lots cost me $35,000 ; the garage $2,000; the next lot $3,500 over and above the 
mortgage; that is $40,000. The Maitland property cost $20,000; that is $60,000 I 
spent that much on it; and the automobile you took and sold for ‘$2;500, for the 
duty on it, the pure duty on it cost $7,500. That automobile was given me by 
Wishart in the first place or I would have never had it, and: then he made me pay 
for it afterwards. 

Q. He seemed to have a very winning way with him some how? A. There 
is $68,000 worth of stuff. 

Mr. ComMiss1onreR: What is meant by the Maitland property? <A. It is 
the old Lewis Rectory below Brockville, about 5 miles. There was a stone house 
and 85 acres of land; that property was very valuable down there and I bought that 
place. | 
Q. Is that the place where the distillery was? A. Yes, where my brother- 
in-law lived, Mr. Harvey. 

Q. What did it sell for? A. $7,500; but you gave Mrs. Travers about 
$5,000 out of that. 

Mr. CuarKson: In connection with her dower? A. Yes. 

Mr. Hoperns: Did you pay $20,000 for the Maitland property? A. I did 
not, but I spent that much on it. 

Q. You spent pretty freely on your house and Maitland property? <A. Yes, 
I spent it whether it was free or otherwise. 

Q. How do you make these amountsup? <A. Iam putting it down roughly. 

Q. Did you keep an account of these expenditures? A. Yes, and my 
cheques would have shown all that, and I had a little memorandum book that was 
in there I think; I have never seen it since I was arrested. 

Q. Are you just taking now a sort of general estimate of what they must have 
come to? <A. No, I kept a memorandum of them, everything I did. 
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Q. Do you recollect what the memorandum showed? A. No. 

Q. You are really estimating this is what they cost you? <A. I can pretty 
nearly figure it up in my mind. 

Q@. We have no means of checking it? A. In the first place the place was 
$6,000, of which there was 5.000 paid. The verandahs cost $4,000 that is $9,000; 
a little bungalow which you gave to Mrs. Travers cost about $3,000, that is $12,000; 
and then there is the ice house cost $500—no, I did not pay for that. Then there 
was a wharf down at Maitland cost a couple of thousand, that is $14,000. There 
was a couple of thousand dollars spent on the stables, that is $16,000—there was a 
windmill, there was a waterworks, there was plumbing, there was the re-decorating 
the house—I cannot remember all the amounts, but I am sure it ran up to nearly 
$20,000. 

Q. To turn a little while to another matter altogether I want to speak to you 
about the Continental Securities Company subscription and its effect on the Keeley 
Mine account and other accounts; this was a Winnipeg company was it not? A. 
Yes. 

Q. And you negotiated with them for a subscription for stock? A. I 
negotiated with them to take one half million dollars of our stock. 

Mr. Commissoner: At what? A. At.125. ; 

Mr. Hoparns: Had you at the time of that subscription that amount on hand, 
half a million? <A. No, there was not half a million on hand subscribed for at 
that time, but there was certain stock we could make use of though. 

Q. Allotment was made on the 18th March, 1908, to the Continental Securities 
Company? <A. By allotment or transfer, is it not? 

Q. No, allotment I think? A. I thought it read by allotment or transfer. 

Q. You transferred or cancelled about how much stock? A. I could not tell, 
the minute book will show that. 

— Q. At all events you transferred certain stock, the minute book will show 
what that was? A. Yes, it will show how that was made up. 

Q. Did any of these subscriptions that were cancelled or that were transferred, 
figure on the original list sent to the Government? A. Yes. 

Q. Apparently the total you had to get in order to make up the half million 
was about $139,000 or $140,000 in stock? A. I should say from memory. 

Q. The Lindsay subscription was cancelled, was it not? <A. Yes. 

Q. For 500 shares? <A. Yes, that was cancelled. 

Q. And the Davidson and Smith, the two in Flint? A. Yes, I think they 
were cancelled too. 

Q. Luxton— 

Mr. CoMMISSIONER: Cannot we get all this without spreading it all out here? 
Cannot we get a statement of that ? 

Mr. Hopeins: Yes, if you prefer that I will do so. 

Mr. Commissioner: I think we had better get a statement. It all appears 
in the books? A. It is all in the minutes of the directors there. 

Mr. Hopeins: Minute book page 122 is the cancellation of 578 shares for 
which, the minute book says, with the balance of the unsubscribed shares of stock, 
viz. 3,914 shares, was allotted to the Securities Company. 

Mr. Commissioner: That is nothing like the figure you mentioned to the 
witness, 578 shares. 

Mr. Hopeins: $57,800—sixty thousand eight hundred of transfers. Page 
122: “The General Manager submitted the proposition to subscribe for 5,100 
shares of our stock at 130 each”? <A. I thought it was 125. 

Q. “A commission of $15 per share ”— 

Mr. CoMMIssIioNER: What is that about commission ? 

Mr. Hopains: $15 a share; that is payable to Mr. Chevrier for the Conti- 
nental Securities Company of Winnipeg? A. Yes, he was a brother of the 
Senator that died up there. | 
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Mr. Commissioner: Does that mean he was getting that personally or a 
discount to the company? A. He was to get it personally I understood, and one 
or two men that were associated with him. 

Mr. Hopeins: ‘“ That 578 shares with the balance of the unsubscribed stock, 
viz. 3,914, making in all 4,492 shares be and they are hereby alloted to the Securities 
Company, and the General Manager is authorized to procure the transfers of 608 
shares to complete the 5,100 shares to give effect to this proposition ”—that is the 
way it was done? A. Yes. 

Q. That large Lindsay subscription was cancelled at that time? A. It will 
show there if it was cancelled; I think it was. 

Q. Those were transferred by the company to three men, Tevis, Chapman 
and yourself afterwards? A. Not to me. 

Q. Were they transferred to Tevis and Chapman? A. Yes. 

‘ Mr. Commissioner: What were transferred? A. The shares that were 
eld. 

Q. Your bank shares? <A. Yes, 5,100 shares, $510,000. 

_ Q. Mr. Honerns: That was allotted to the Continental Securities Company 
and transferred by them afterwards by Tevis and Chapman? A. Yes. 
= Q. What was the object of that transfer? A. The object was that the 
Winnipeg people fell down in their arrangements. 

. That is the Continental Securities Company? A. Yes. That was only 
just a company formed by Chevrier and a lawyer named Huggard, and another 
-man up there, so that it would not appear in their own names personally. The 
Continental Securities I do not think amounted to anything. 

Q. Did you know that when you made the arrangement with them? A. Yes. 

Q. What was the object of making it? A. Because they were going to sell 
this stock to the grain growers up there, and I went up and met the grain growers, 
they were just prepared to subscribe for the whole of the stock when the question 
came up of Chevrier’s qommission, and they said they did not know about that, 
and the whole thing fell through. 

Q. The transfer to Tevis and Chapman made by the company was with your 
consent, of course? A. Yes, I tried to place it elsewhere. 

Q. ‘Tevis and Chapman represented the people you were placing it with? A. 

res. 

Q. What arrangement did you make with Tevis and Chapman? A. I made 
an arrangement with them that. Chapman would subscribe for the full amount, if 
I remember right, with the idea of re-selling it. 

Q.. Who were Tevis and Chapman? A. Chapman was a son of E. R. Chap- 
man, the private banker on Broadway, N.Y., supposed to be a wealthy man. 

Who is Tevis? A. Tevis is a lawyer from Louisville, Kentucky, that 
was friendly with them; I did not know any more about him than that. 

Q. What were they to do towards paying up the stock? A. $115,000 was 
taken up by $120,000 worth of American Piano Co. stock. 

Q. Those Tevis shares, 1,150 shares? A. Yes, then the rest of it was in 
Chapman’s name, and has stayed there-from that day to this. 

Q. This was really devised to increase your right to your circulation? A. 
No, I had no idea about that; it was to get capital; they were under the impression 
that they would be able to sell it, produce the money for it. 

Q. Tevis on this personally got a loan did not he? A. The company’s 
stock was hypothecated for a loan to Tevis, giving the original owners of the Piano 
Company’s stock a chance to take it back if they wanted to. 

Q. When Tevis got this transfer of 1,150 shares he was bound to pay for 
them, that was your idea, that they were to be paid for? A. Yes. 

Q. They were paid up by your taking $120,000 of American Piano Com- 
pany’s stock? A. Yes 

Q. That paid them up? > A, Yes. 
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Q. And that was so shown in the next statement that they were paid-up 
stock? <A. Yes, it was. 

Q. Did you get the American Piano Company’s stock, $120,000? <A. I got 
all the $120,000, yes. 

Q. And then you loaned on*that, as I understand it, $120,000 to Tevis? 
A. Yes. 

Q. So that the transaction eat in this, that you had 1,150 shares paid up 
in full, you had the American Piano Company’s stock which paid it up, and then 
you loaned to Tevis $120,000 of money? A. I loaned Tevis $120,000 against the 
Piano Company’s stock. Tevis gave a cheque for $120,000, and $115,000 paid the 
cheque, and the other $5,000 was credited to the profits of the bank, which the 
books will show. 

Q. $115,000 was used to pay up the stock and $5,000 went as a credit to the 
profits of the bank? <A. Yes. 

Mr. ComMMIssIONER: How did Tevis borrow on stock that was transferred to 
the bank? A. He did not borrow on the-bank’s stock, but on the Piano Com- 
pany’s stock. 

Q. That had been transterred to the bank as I understand it in payment for 
the shares? 

Mr. Honerns: I had put it a little wrongly; he comes and borrows on the 
American Piano Company’s stock $120,000. 

Mr. ComMMissioNeR: Before he does any business. 

Mr. Hoperns: Yes; then he gives them a cheque on their own bank for 
eae ,000, of which $115, 000 pays up the stock, and the $5,000 goes to the profits? 
Yes. 

Q. Then you have the $120,000 as security for a Sian? A. Yes. The idea 
was he had got the Piano Company’s stock from a man named Knabe, and Knabe 
I think had an arrangement with 'Tevis by which he could redeem that stock if he 
wanted to. 

Mr. CoMMisstionER: Where did it leave the bank? 

Mr. Hoperns: It left the bank out that $120,000 and $120,000 Piano Com- 
pany’s stock. A. It left the bank with $120,000 of Piano Company’ s stock which 
was sold by the Trusts Company for $95,000 cash afterwards. 

Mr. ComMIssioNER: What did you get for that, you paid cash for it, didn’t 
you? A. It really boiled itself down to this, that the Piano Company’s stock was 
exchanged for the Farmers Bank stock. 

Q. It did not stay exchanged because you lent the money on that? A. No, 
that loan wiped out—the Tevis loan was wiped out when the Piano Company’s 
stock was used. 

Mr. Hopeins: There was a loss of $30,000. 

Mr. COMMISSIONER: When it was ultimately sold? A. Yes. 

Mr. CoMMISSIONER: I thought it was the other way on; you did get the 
Piano Company’s stock for your stock? A. Yes. 

Q. And no loan to Tevis—the loan was paid off? A. Yes, it was paid off 
down to the full amount, I think. 

Mr. Hopcins: $120, 000 and you got $95,000. 

Mr. CommisstonEr: That is by sale; if it sold for what is cost it would 
have paid the loan. 

Mr. Hopeins: In the meantime you got advantage of having that much more 
capital paid up? A. Yes. 

Q. Against which you could issue circulation? A. Yes 

Mr. COMMISSIONER: Did Tevis sell? A. He was a see for the 
man named Knabe. 

Q. Did Knabe get Farmers Bank stock? A. It was issued in Tevis’s name 
and he turned it over to them; they held it, although it did not appear in their 
name; the transfers were never made on the bank book. 
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- Mr. Hoperns: He was a sort of stool pigeon for the other people? A. 
Yes. if you want to put it that way. 

Q. There was really more than that $120,000 of Piano Company’s stock, 
there was $145,000? A. Yes, something like that was the original amount; 
i, never came into our hands though. 

Q. Whose hands did it come into, the Merchants National Bank, New York? 
A. Not the $25,000 of stock I think; ‘it is not fresh just now in my mind. 

Q. A letter from you, dated November 12th, 1908, to the cashier of the 
Merchants National Bank, Mr. Byrne: “In reply to yours of the 10th, your 
understanding of my instruction is correct, viz.: that on delivery of the $145, 000 
stock of the American Piano Company preferred 7% cumulative deliver the bank’s 
certificates representing $115,000 of our shares, and when said Piano Company’s 
stock is put into marketable shape pay M. D. Chapman $20,000, the amount lL 
agreed to loan him for a short time on completion of the transaction ”—does that 
recall what was done? <A. $20,000 was loaned to him, but that was paid back 
again. 

Q. On delievery of the $145,000 Mr. Byrne is to deliver the bank’s certificates 
representing $115,000 of shares? A. Yes, that is right. 

Q. Did he get that? A. $145,000? 

Q. Yes, did he get that before turning that over? A. I do not understand 
the way you put that. 

Q. Your letter indicates that Mr. Byrne is to receive $145,000 worth of 
American Piano Company’s stock before it is to hand over the bank’s certificates ? 
WAG. -Y eS. ; . 

Q. Did he get that? A. I presume he did; I never saw it. 

Q. What became of the other $25,000? A. Twenty-five thousand Chap- 
man took for his commission on the whole transaction. 

Mr. CoMMISSIONER: You lent him $20,000 against that? A. Yes, I lent 
him $20,000 against that and it was afterwards paid off. 

Q. And then he got his shares? A. Yes. 

Mr. Hoperins: Who is J. H. Allen? A. I could not tell you, I do not 
remember. 

Q. Look at that letter, because that looks as if that $25,000 shares went to 
Allen instead of Chapman? A. When those people issued their capital stock 
they make it into a certain name, and have him endorse in blank, with the object 
of not having to make so many transfers; that is what I think that is. 

Q. Does that change your evidertce at all with regard to what became of the 
extra $25,000? A. No, I knew twenty-five thousand was to go into Chapman’s 
hands for the transaction. 

Q. Chapman and Tevis were the two people to whom the stock had been 
transferred, and you gave him $25,000 commission, did you, for selling the Tevis 
shares? A. Not for selling the 115,000; it was based upon the whole trans- 
action, on the 5,100 shares. You see the balance of the stock was sold at 130, 
so that had he completed the whole transaction, the transaction that he got then 
would have come out all right. 

Mr. ComMissionER: Everybody except the bank seemed to get in front? A. 
Get the best of it; it looked so easy to me, and I thought if he was a rich man he 
was good enough for his subscription. 

Mr. Hoperns: That is Chapman? <A. Yes, I thought he was perfectly 

ood. 
Q. You gave him that extra $25,000 as commission on the whole transaction? 
A. That was an arrangement they had with him, and I did not think it affected 
me. 

Q. You lent him $20,000 which he afterwards paid back? A. Yes, that 
“ was paid back with interest. 
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Q. There is a receipt from him for his commission for $50,000; is that the 
same or an addition? A. You see he only got $25,000 on account of that; 
- that document is a receipt for $50,000. 

Q. Fifty thousand, that was 10% on the five hundred thousand he was to 
get originally. 

Mr. CoMMIssIonER: I thought it was fiften? A. That was $15 a share, 
you were speaking of a little while ago. He was to get $50,000 for placing the 
whole $500,000. 

Mr. Hopeins: There is a receipt signed by him as if he had got it? A. 
Quite right. 

Q. Did he get it? A. No, he did not. 

Q. What did he sign the receipt for? A. That was so that when the bal- 
ance of the stock was sold the commission would have been completed; he did 
not get $50,000. 

Q. I really do not understand ; this is a receipt, “ Received from the Farmers 
Bank, $50,000, the par value of the 7 % cumulative preferred stock of the Ameri- 
can Piano Company, in full of charges and commissions due me or my partners 
for selling $500,000 of the capital stock of the Farmers Bank of Canada. Melville 
D. Chapman ”—and who are the others? A. JI did not notice who signed there. 

Q. That is dated the 9th November, 1908; was that $50,000 ever paid or did 
he only get $25,000? A. He only got $25, 000. . 

Q. That would be for writing 115,000 of shares? A. Yes. : 

Q. For selling the other 3,850 shares he would have got the other $25,000, 
according to that receipt; however, he did not? A. No, I do not think he ever 
did. 

Q. He never sold the 3,850 shares? A. The 3,850 shares were never sold. 

Q. In round numbers, there was a loss on that transaction of $25,000 when 
they realized on the American Piano Company’s stock? A. No, I cannot say 
there was any loss on it at all, because while I was made use of the Piano Com- 
pany’s stock was a matter as between them; I got 100 cents on the dollar on the 
$120,000 and the stock was still subscribed to be paid for at 130. 

Q. When the bank failed, they found themselves with those 1,200 shares of 
the American Piano Company, and a loan of $120,000 to Tevis with interest? A: 
No, they did not; they found that transaction closed up and with Tevis owing 
a balance. 

Q. How much? - A. About $30,000, I think. 

Q. Tevis owing a balance of about $30,000? A. Yes, but that $30,000 
would not be on that transaction; $15,000 of that was a new loan I made to him 
entirely. 

Q. You are looking at it from the bank’s point of view as if they had paid 
up the stock with that and therefore it became their own good asset? A. Yes, 
because we cancelled this loan and cancelled the stock. 

Q. The loan was $120,000? <A. Yes. 

Q. How much did he pay on that loan? <A. He paid $100,000 of it. 

Q. In cash? A. In cash, well practically so. 

\ Q. When did you get that ‘out of him? ‘A. The Piano Company’s stock 
sold for $95,000, $5,000 profit paid the Head Office, $100,000. 

Q. You do not regard that as a loss to the extent of $30,000? A. Yes, I 
certainly do, because the Piano Company’s stock was sold too cheap. 

Q. That completes that particular transaction, does it not? A. Yes, that 
is as far as I remember. 

Mr. CoMMIssIONER: Why, if Chapman was personally liable for these shares, 
why did he get money; was not a suggestion made to apply them on the shares 
he had? A. Because they had got Mr. Knabe into it—the arrangement of the - 
Piano Company’s stock was with Mr. Knabe; it was a side matter, and we were 
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working the bank stock off by using part of that Piano Company’s stock, and 
Chapman was to be responsible for the balance of the subscription, 3,850 shares, 
I think it was. } 

Q. That transaction closes itself, that was closed, you parted with so many 
shares and got that stock of the Piano Company; why should this man get com- 
mission in money if he was under a liability to the bank of several hundred thou- 
sand dollars? A. He was not under any liability at that time. 

Q. Why not? A. Because he had— 

Q. I thought he subscribed for the shares? A. Mr. Chapman subscribed 
for the shares; Tevis is the man who made the loan of $120,000. 

Q. Yes, and Chapman and somebody else and Hunt received the $50,000? 
A. Yes. : / 

Q. Why should they get that money, the $25,000, if Chapman owed all this 
to the bank? A. They were not entitled to all that money at that time; they 
were entitled to only part of it, as I understood it; they only got $25,000. 

Q. They had not earned that, even at $10 a share; there were only 1,115 
shares; how many shares did they get? A. They got 1,118 shares, I think, 
$118,000. 7 

Q. That would be $11,000? A. Yes, I overpaid him commissions there 
on the expectation that the balance of stock would run right; I thought we had 
a good subscription there; I thought it looked pretty good to me at the time; l 
thought it could be paid up very rapidly when they could get a man like Knabe to 
take $115,000 of it as rapidly as they did; I thought the rest of it would run off 
the same way. 

Mr. Hoperns: The Continental Securities apparently gave its cheque, did 
it not, for a very large amount in the bank, over half a million? A. Yes. 

Q. Really $538,525, that was the difference between the certain charges you 
had made and the total amount they were to pay, was it not? A. No, that 
_was for the full amount of the stock, I think. 

Q. We make it $663,000 would be the full amount of the shares, and all they 
gave you was $538,525; the balance was made up how? A. The books speak for 
themselves there; it was just a cross entry, the whole business. 

Q. This is one of the items that is said to be charged up against that; cre- - 
dited upon the total amount in order to bring out that balance; will you just look 
at that $21,000. cheque; I find that that cheque was credited to the Continental 
Securities Company on account of the amount that they were to pay for this stock 
on account of this $663,000. (Cheque referred to is part of Exhibit 61.) A. I 
presume so; the books will show that. 

Q. That is payable to yourself, is it not? A. No, payable to the Farmers 
Bank of Canada. 

Q. What became of the money for that? A. It appears to have gone to 
my personal credit. . 

Q. What.was done with that; was that commissions on this stock sale? A. 
A. That was to be held by me for these chaps in Winnipeg, think. 

Q. Who were they? A. Mr. Chevrier and others. | 

Q. That fell through and they did not get it? A. No, they did not get it, 
I do not think so. 

Q. What became of it? <A. I think I must have used it. 

Q. Was there a Menzie note held by the Toronto branch at that time that 
was credited on that? A. There was a Menzie note. ) 

Q. R. E. Menzie note held by Toronto branch, $40,000? A. Yes. 

Q. Why should that be credited to the Continental Securities Company? A. 
It is not credited to the Continental Securities Company. 


Q. Was it allowed against your purchase price? A. No. 
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Q. I am trying to account for the fact that while they had $663,000 they 
only paid $538,000? A. Menzie took $40,000 of the Farmers Bank stock and he 
gave me his note for it, secured by the Menzie Wall Paper Company’s stock, and 
he never paid anything for it, and that stock was then transferred over to the 
Winnipeg people. 

Q. The note was? A. Cancelled and given back to Menzie. 

Q. And allowed the Continental people on their subscription? <A. Well, 
taken up through the Continental. 7 

Q. Ido not see how that was if Menzie’s note was outstanding? A. His 
note was not paid at all. 

Q. If it was credited upon this $510,000 of stock that would be wrong, would 
it not? A. I do not think that is the way it shows. 

Q. If it does show that way in the book? A. It cannot show that way; 
tf do not think so. 

Q. It ought not, certainly? A. The books will speak for themselves. I 
do not remember that transaction exactly, but I know Menzie paid nothing. 

Q. And his stock went to the Continental people? A. Yes. 

Q. And they ought to have paid for it. A. They paid for it through 
their own cheque. 

Q. They should have paid for it? A. It would appear so. 

Q. And if instead of paying for it you put to their credit this Menzie rete 
that would be wrong. <A. I don’t think I did. 

Mr. CrarKson: You charged it up against $663,000 and they gave you a 
cheque for $538,000, the balance, you threw all your obligations into that pot? A. 
That is only a cross entry; I am sure the books will show cross entries there. 

Mr. CoMMissionER: That won’t explain? A. No, that won’t show Menzie 
paid up a dollar. 

Mr. ComMMIssIONER: It won’t show why these items went to the credit of that 
$663,000— 

Mr. Cuarxson: The bank was carrying these items as paid up on its books 
and carrying Menzie’s stock as paid up? A. Yes. 

Mr. CrarxKson: Q. They could not charge the Continental again with the 
Menzie’s stock without paying it twice; that is why you put the note in against the 
$663,000. 

Mr. Commissioner: That would not be any reason why they should not pay 
$663,000. , ¥ 

Mr. Hoperns: They agreed to pay $663,000, they give a cheque for the major 
part of it and they take credit for the Menzie note because they get the Menzie 
stock and I say that was wrong, because the Menzie note was not paid? A. They 
never took credit for it. 

Mr. Crarxkson: They are not credited, they are charged. 

Mr. Hoperns: Charged, that is more correct. 

Mr. ComMmiss1IonER: ‘That is a different story altogether. 

Mr. Hopeins: My word is perfectly right, for I see there was credited on the 
$663,000 the $40,000 Menzie note, that is what the books disclose? A. I do not 
think they do. 

Q. If they do show that it was wrong to have done it? A. I won’t say that 
until I have gone into and examined it and saw the transaction exactly. 

Mr. ComMMIssIONER: What was the bonus. 

Mr. Hopeins: At 130. 

Mr. Travers: At 130, 5,100 shares would be $663,000. 

Mr. Hopains: The cheque they gave was $538,525. 

Mr. COMMISSIONER: There must be another entry to meet that; there cannot 
be such a large slip as that. 

Mr. Hoperns: It is not a slip at all. 
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Mr. Commissioner: It would be absurd to think that a man dealing with 
these people would give them credit for $130,000 for nothing. 

Mr. Hopains: I quite agree with you. 

Mr. CommissionEr: I think it is most probable you will find another entry. 

Mr. Hopeins: We will drop this here till we have another look at that. A. 
That transaction works itself out right. 

Mr. CoMmissIonER: What do you mean by that? A. They stopped paying 
up the stock that was not already subscribed for, together with taking up the stock 
that had been subscribed for and nothing paid; one washes the other. 

Q. They were to give you $663,000 for this stock that they got, no doubt about 
that is there? A. There is no doubt about that. 

Q. They only gave you $538,000 according to the book, according to what Mr. 
Hodgins is reading from, that leaves a difference? A. About $124,000; that 
cannot be. 

Q. That is made up by giving them the benefit of this sum that has been paid 
by note, but not actually been paid by the people whose stock was taken over? A. 
That is how I think— 

Q. Where is the entry; there ought to be something on the other side to cover 
that $124,000 if the bank was properly dealt with? A. It is; it will be shown 
in the books. 

Q. How do you suggest it would be; if they got credit for the moneys that had 
been credited on your books? A. Those were kept by the Toronto branch. 

Q. Who was the accountant? A. The accountant at that time? 

Q. Yes? <A. I think it was a man named Spink. 

Mr. Hoperns: Using this as an illustration; there cannot be much doubt 
ppont what they did; these 5,100 shares of stock included Menzie’s $40,000? A. 

es. 7 | 
| Q. He had not paid for it? A. No, he gave a note for it. 
Q. How did the Continental Company pay for it? A. Giving their cheque 
_ to take up Menzie’s note. 

Q. Didthey? A. The books I am sure show that. 

Mr. CoMMISSIONER: That must be the form if it went through properly, the 
form which it took; they must have taken up this obligation of the people who had 
not paid for their shares. 

Mr. Hopeins: You do not mean the Continental Securities Company gave 
their cheques for $40,000? 

Mr. ComMissIonek: They must have done that to make the transaction 
square. 

Mr. Hoperns: If it had been carried out as agreed well and good. 

Mr. Commissioner: JI do not think it is possible they made any such bungle 
as that? A. There is no question about it in the world, no. , 

Mr. Commissioner: However, the books ought to show if there is such an 
entry. 


The Commission adjourned at 4 P.M. to 11 A.M. to-morrow, May 28th, 1912. 


Toronto, May 28th, 1912. 
The Commission resumed its Sittings at 11 A.M., at Osgoode Hall. 


GEOFFREY TEIGNMOUTH CLARKSON, Sworn Examined by— 


Mr. Hoperns: Q. You are the liquidator of the Farmers Bank? A. 
I am. 
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Q. And you have had practically entire charge of the investigation of these 
matters since it came into your hands? <A. Yes. 

Q. You are thoroughly familiar with the books and records of the bank? A. 
Excepting in the minor details. 

Have you had access to all the documents connected with the bank so far as 
you could collect them? A. Yes, the only documents which I have not—perhaps 
I had better tell you this way: the day I went into the bank I gave instructions that 
no papers should be interfered with or go out of the bank, and while I was up in the 
Head Office I was told that Mr. Travers had removed some Keeley Mine papers and 
another box of papers. That resulted in Mr. Travers not coming into the bank 
premises again. So far as those papers are concerned I got back the Keeley Mine 
papers, but a box of papers went away containing what he said were private memor- 
anda, and the police became aware of it immediately, and I think that box was 
traced to his house and into the custody of his son. I believe that afterwards the 
police got hold of a box, whether it was the one in question or not I do not know, 
but we got some papers, but not the notes and cheques and other documents that 
he refers to. | 

Mr. CommissIoNnER: Where is the son? A. In Toronto here. 

Q. I suppose he can be got. Has he been examined in the liquidation? A. 
He has not sir, but we have asked for papers from time to time and— 

Mr. Hopeins: Then the failure of the bank was on the 19th December, 1910? 
A. Yes. . 

Q. Having taken possession of all the books and papers of the bank you came 
into possession of all the outstanding assets, as J understand it? A. Yes, so far 
as I know of. 

Q. And you have given your own personal attention in endeavouring to realize 
on them? A. Yes, my own personal attention. 

Q. And you understand the particular situation of each asset and the trans- 
actions which produced it? A. I think fairly fully. 

Q. Would it be possible for you to give from the books a statement of just how 
the bank stood when it opened ‘its doors, or closely near that time? A. Yes, I 
have a statement here as of December 31st, 1906. That is on page 43 of that report. 

Mr. Hoperns: I am going to ask that we might use this book as a matter of 
convenience, and then the pages of it which we refer to might be bound up separately. 

Mr. Commissioner: Very well. This statement is on page 43; and the 
exhibit will be marked as Exhibit 63.—Exurpit 63—pages.of Mr. Clarkson’s report 
which will be hereafter referred to. 

Mr. CoMMISSIONER: Page 43 is a statement of the affairs of the Bank as of 
the 31st December. 1906. 

Mr. Hoperns: That statement shows what is compiled from data and books of 
_ provisional directors; also as shown by the permanent books of the bank; and as 
shown by return to the Government, and the differences between them? A. That 
is right. 

Q. Then the payments on capital stock in cash would represent what was left 
out of the amount raised I suppose and in securities? A. The first statement 
shows that on the 31st December, 1906, $227,034.30 had been received in cash on 
capital stock, that there was on hand at least put under the control of the bank, 
including the notes with the Trusts Company, $175,830 of promissory notes given 
on account of stock— 

Q. That is taking in those which the Trusts Company still had? A. That 
is right. 

Mr. CommissIonER: The loan would be on the opposite side, would it not, or 
is it shown? A. I have shown the balance of the loan at that time. 

Q. Had not you better put opposite that what those notes are, because other- 
wise it might seem promissory notes of customers? A. Yes (Witness inserts 
“ Given on account of capital stock ”’). | 
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Mr. Hoperns: When the permanent books of the bank were opened the cash 
is shown as $300,000 instead of $227,000? A. Yes, there was I think $75,995 of 
spread items included in that. 

Q. That accounts for that? A. Yes, the difference in the borrowing. 

Mr. Commissioner: ‘The next item there is a credit of the Trusts & Guarantee 
Company, is that explained in the same way? 

Mr. Hopverns: The Trusts & Guarantee Company is shown among the credits 
of $20,894? A. Itis shown on my statement as among the liabilities; that $20,894 
is that amount was owing to the Trusts Company. P 

Mr. CoMMIssIoNER: How could it be a credit? A. It is shown on the 
credit side of the account; the liability side of the account; anything on the credit 
side is a liability. : 

Mr. Hopeins: That item is not shown, nor were the promissory notes shown 
in the permanent books of the bank or the return to the Government? <A. No. 

Mr. ComMMIsSIONER: But that was replaced to the extent of the difference by 
the sum that was spread over got from the loan from the Trusts Company? A. 
Yes, sir. - 

Q. Why is premium on stock treated as liability, is not that profit? A. Yes, 
it is afterwards written off to profit and loss; it is a profit, but it shows the source 
of the item, that is why it appears in the credit. 

Mr. Hoperns: On the other side, which would be the debit side of the account, 
would represent the assets of the bank? A. Yes. 

Q. Organization and other expenses in the permanent books as opened are 
about $13,000 less than they really were according to the provisional directors’ 
books? A. That is correct. 

Q. Does that mean that they were improperly entered or is there any other 
explanation? A. It means they dropped $13,000 of expenses at that time. 

Mr. CoMMIssionER: How? A. In the permanent books the expenses as 
shown there are about $13,000 less than the provisional books show. 'There was a 
payment made to the Trusts & Guarantee Company I think of some $25,000 in 
March, 1907, which was charged to organization expenses, and that difference of 
$13,000 was picked up in those items. The full method of how that was picked up 
is shown on page 48 of my report. 7 

._ Mr. Hoperns: The cheque that you speak of, that last cheque of $25,000 
odd that appeared in the Trusts & Guarantee account that we went over the other 
day, some time in April is—A. $25,344. 
~ ‘Q. That isthe one? A. So far as I can find out the difference was picked 
up in that cheque through there. 

Q. Picked up is an expression I would like you to explain; they opened their 
books showing that the expenses up to that time were $13,000 odd less than they 
really were, and they have to account for the item somehow, how was it accounted 
for and what was it charged to? A. They borrowed from the Trusts Company 
$100,000; they allocated about $75,000 capital stock, including it in this $300,000, 
that represents about $25,000 that was charged back to organization expenses. 

Mr. Commiss1onerR: ‘The whole of that? A. Yes, the whole of the $25,000. 

Mr. Hoperns: That would account for about $13, 000 odd, which i is the differ- 
ence between these two items? A. Yes. 

Q. What was done with the balance according to your investigation into the 
“books? <A. According to my opinion $2,380 covered that re-payment to William 
Laidlaw through Lindsay, and I maintain that $8,548 went other ways; Mr. Travers 
can tell you where that went; I cannot find out. 

Q. How does it appear in the books; it is charged to organization account, is 
aonot?: A. — Yes: 


Q. Can you account at all for its expenditure ? A. What I say is at the 
time it was charged to organization expense this $13,000 increased to $14,416, that 
was moneys expended by the provisional directors and not organization expenses ; 
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that left $10,928.80 still to be accounted for; $2,380 of that was used to refund to 
William Laidlaw the amount paid into the bank by his clients on their stock 
subscription. 

Q. Not to refund to William Laidlaw, refund to Travers? A. Refund to 
Travers, yes; that left $8,548 still to be accounted for. 

Q. Is there any cheque or vouchers to show how that was paid out? A. No, 
the only cheque in the bank’s possession would be that $25,344. 

Q. We have to find out what was done with the proceeds of it. 

Mr. CommMissIoneR: That $2,380 had been received from Laidlaw’s clients? 
A. Yes, by the bank. 

Q. And that appears on the debit side in those payments on stock? <A. Yes, 
part of that $8,000 will be in connection with interest and charges paid to the 
Trusts & Guarantee Company, probably— 

Q. You have here Trusts & Guarantee Company bonus, it does not appear? 
A. No. 

Q. May those three items you have here, $1,500, $327.65, and the $560—? 
A. No, I have an exact accounting of that Trusts & Guarantee Company and it 
is accumulation of interest and other differentials; it won’t amount to much, it will 
amount to a few hundred dollars. 

Q. Are there any other items as you go down that need explanation? 

Mr. CoMMIsSIONER: Had not he better explain all these differences: first, the 
Trusts & Guarantee bonus? A. $1,500 was the amount paid to the Trusts & 
Guarantee Company for those two loans of $80,000 and $20,000. 

Q. Neither that, nor the furniture nor Lown $560 is carried into the per- 
manent books? A. No, they appear in the provisional directors; bank premises 
is carried into the permanent books. 

Q. All down; the bills receivable? <A. Yes. 

Q. That is a cross entry? A. Yes, the point there is the banks did not 
carry those Bills Receivable on account of capital stock as on account of the capital 
stock at all. Then the legals, that is the same all through. Stock and bonds, 
$27,027; those are stocks and securities obtained on account of payment on capital 
stock. 

Mr. Hopnarns: You will find that above under payments on capital stock, 
which is exactly the same amount. 

Mr. CoMMISSIONER: Yes, in securities. A. That was not carried into the 
permanent books. 

Mr. Hoperns: There is carried in an item of charges $1,113.41? A. Yes; 
I think that that item was put in largely to make up a balance; I may be incorrect 
in that but I believe it. 

Q. The Trusts & Guarantee Company, $80,605.81? A. Those are those 
cheques paid to the Trusts Company in repayment of their loan. 

Q. That is shown as an asset of the bank, is it not intended to mean that the 
Trusts & Guarantee Company owe that, have it on deposit for them? A. That 
is what the books indicate. 

Q. That is making use of that as an asset? 

Mr. Commissioner: That is treating the transaction as cancelled and the 
amount on deposit as the books show; the loan remained due by cancelling the 
credits and the Trusts Company had at the credit of the bank this $80,000, had not , 
it, is not that what this indicates? A. No, that $80,000 arises from the three 
cheques given to the Trusts Company in repayment of their loan, but the loan was 
not carried into the permanent books at all, the moneys received from the loan, the 
$75,000, and later on the $25,000, the $75,000 is included in the $300,000 shown 
paid on stock. 

Q. What $75,000? A. Portion of the loan; IJ have a memorandum here. 

Mr. Hopeins: What the Commissioner wants to know is if that $80,605.81 
is treated as an asset of the bank; that means that it was practically on deposit 


FARMERS BANK INQUIRY 351 
SESSIONAL PAPER No. 153a 


in the Trusts & Guarantee Company, was so treated—is the debt which in that 
case still existed to them shown on the other side, because if it was on deposit there 
and the loan was not paid off— A. No, the debt is not shown at all, but in 
that item of $300,000 credit is taken for part of the money received from the Trusts 
Company. 

Mr. CoMMISIONER: Is that quite accurate, because this $80,000 is part of 
what was spread over as payment on the stock? A. The whole $80,000 was not 
spread over. 

Q. $75,000, I think you said? A. I will give you the exact amount, $75,995 
was spread. : 

Q. That is included in the $300,000? A. Yes. 

Q. So that to that extent there is a cross entry— A. Yes, to the extent 
of $75,995; it is shown on page 39. 

‘Mr. Hoperns: Cash on hand I suppose was accurate at that moment? A. 
No, I don’t think they had that cash. 

Q. At all events the result is as shown on this statement that the provisional 
directors’ books carried down to the 31st December, would have shown $424,589 
of assets, whereas it was carried into the permanent books at only $301,000 and 
in the return to the Government it was shown at a much smaller sum? A. Yes. 
Of course, in the return to the Government they are not required to show the 
expenditure; they are just required to show the capital paid up and the assets. 

Mr. CoMMISSIONER: Why do you say you do not think that cash was on 
hand? A. It was not on hand. 

Q. What does the cash book show? A. The provisional directors’ cash book 
shows it was not on hand. 

Q. Mr. Hopeins: Could you check it at all? A. My checking is it was 
_ not on hand. 

Mr. CoMMISSIONER: How do you check it? A. On page 44 is an account- 
ing for those differences. It is shown it is paid in on the permanent books at 
$300,240. Then I deduct from that these items which I say are not based on facts, 
Cash on hand, Deposit with the Trusts & Guarantee Company, Excess Union Bank, 
and there is a difference of $86,000; take that away from $300,000, and that leaves 
$213,372, a shortage difference of $14,529. Now, then, the expenditures in there 
were, according to the provisional books, $66,000, and according to that statement 
which we have the permanent books were $52,000; that makes the exact difference. 
Q. Let us see why that was done? A. The only reason for that is this, 

it was desired to show capital paid up as $300,230, and it was desired to show 
a deposit in the Trusts Company of $80,605; so that they had to make the books 
balance. » 

Mr. Hoperns: Those are the two substantial items that they desired to show? 
A. Yes, that is the way they made the balance. 

Q. What is the item $140.78 you deducted? A. Those are sundry items. 

Q. The $1,113.41 you deduct there? A. Instead of organization expenses 
being included at $64,000, they put in the item of $51,000, and then they put in 
another item of $1,113.41 to make it jibe. I do not see any bearing in fact for 
that item. 

Q. What about the $120.26? A. That also is some small item in here. 
| Mr. CoMMISSIONER: Here it is, premium on stock and exchange together? 

A. Yes. 

Mr. Hoperns: What cash capital did they open their doors with, so far as 
you have been able to find out, irrespective of their entries in the book? A. Do 
you mean December 31st, 1906? 


Q. Yes; what did they begin business on? A. They had received in cash 
$207,007.30, and they had received $690.56 and $140.78, totalling $207,838. Out 
of that they had paid $64,373.19. These furniture and Lown I take are assets, 
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bank premises are assets, Union Bank, Merchants National Bank, stock and bonds 
—if you take away the $64,373.19 as the money spent at that time it leaves 
$143,465. 

Mr. CoMMISSIONER: You must add to that the money they got from the 
Trusts & Guarantee Company, because they had that money. 

Mr. Hopeins: It was borrowed capital. 

Mr. COMMISSIONER: Suppose it was, it was there at all events? A. On 
the 31st December, 1906, they had paid back the Trusts & Guarantee Company. - 

Mr. COMMISSIONER: ‘That is treating that item as unreversed ; supposing you 
treat the entry as reversed, what is the indebtedness remaining? A. Then we 
will have the $20,894.19, and they owed that to the Trusts Company, and then 
if they reversed the entry they would also have $80,605.81. 

Mr. COMMISSIONER: Yes; that is the way they looked at it or treated it? 
A. After the reversal ? 

Q. Yes? <A. That will give $244,965.45. 

Q. If that reversal is not to be looked at at all, then it means ay other way ? 
A. If the reversal was effective it was $244,965.45; if it was not, it was $143,465. 

Mr. Hoperns: That they began business on? A. Yes; of course they had 
securities of $20,027 in addition. 

Q. What were those securities? A. Stocks, the Dominion Permanent and 
] think the Canadian Savings & Loan. 

Q. That was given on account of stock? A. Yes. 

Q. Was it kept by the bank or was it afterwards given back to these parties ? 
A. It was largely received from Devean, $19,000 of it was received from Devean, 
and it was afterwards returned to him either in cash or in stock. 

Mr. CoMMISSIONER: Stock of what? A. The original stock of the Cana- 
dian Savings and Dominion Permanent. 

Q. He got back his stock or money? A. Yes, he got the equivalent. 

Mr. Hoperns: That gives the starting point of the bank, the financial posi- 
tion it was in at that date according to your researches? 

Mr. COMMISSIONER: They had these notes? <A. Yes. 

Mr. Hoperns: You have the statement compiled from the books of the pro- 
visional directors as on the 31st December, 1906, on page 42, showing the payments 
on capital stock and so on, the notes and the Trusts & Guarantee Company’s loan, 
and as against that the payments? A. Yes. 

Q. I do not know that there is anything in that? A. This is a cash state- 
ment and also it shows the receipts and payments. 

Q. It shows the amount actually of the organization and other arneuee 

Mr. CoMMISSIONER: When you use the word “now sold”, what does that 
mean? A. Sold at that time; they had received securities and had sold $5,888. 

Q. I would strike that word “now” out, because it would look as if it were 
when you were compiling this? A. (Witness strikes out the word “now” in 
statement on page 42.) 

Q. Mr. Hoperns: I do not know that there is anything in that that calls” 
for comment except one item, the Merchants National Bank, $25,100? A. That 
was a New York deposit. . 

Q. Afterwards brought back? A. It was used in their current business ; 
it was used in the ordinary course of business. 

Mr. CoMMISSIONER: That does not indicate any money on hand? A. No, 
sir; no money at all; the money was on deposit in the Union Bank of Canada. 

Q. There was no cash on hand in that? A. Excepting those legals, 
$200,000. 

Q. But nothing to represent that $5,000? A. No, sir. 

Mr. Hopeins: I ask now for the details of the organization and other ex- 
penses which are re at page 42 as $64,373.19? A. What I have here, it is 
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all combined in this memorandum here, it is not combined so as to show the 
$64,000; it is a matter of adding together a number of details. 

Q. I only wanted to know the general divisions under which they would be 
charged; I thought I had seen that? A. No; there is the detail up to November 
26th on page 45; it is all included in here. 

Q. Let us see if we can get along with this; there must be about $16,000 
or $17,000 additional; is that shown anywhere? A. Yes. 

Q. If you have it in another book, or can you make it up— A. I can 
make it up very simply. 

Mr. CoMMISSIONER: You had better do that separately; I think an item like 
that, directors’ fees and payments, I think those had better be separated; what 
were the fees for attending meetings and what the payments were? A. I have 
the whole thing in that form. 

Q. This is the distribution of the $10,000 at the bottom? A. Yes. (Page 
28, EXHIBIT 64). 

Q. It does not say who got it? A. No, we did not know at that time; it 
merely shows in their books ag $10,000. 

Q. You would be good enough to make a memorandum of that? A. Yes. 

Q. Can you tell me at all how much of that $64,000 odd of organization 
expenses was paid in commissions? <A. I have it in that report, $42,871. Bot- 
tom of page 27 of Exhibit 64). 

Q. To whom was that paid; show me where I can tell who got that? A. 
These are the sundry items $13,286. 

Q. That is not all what I want; this $42,871 of commissions was paid to 
about four or five people? A. Lown got $1,414.50; Fraser $800; Travers $22,- 
390; Smith $4,980.50— 

Mr. CoMMISSIONER: Is that commission or his salary? A. No, these are 
commissions. 

Q. He had salary? <A. Yes. There is $13,286 covering various payments, 
of which Lindsay figures in here for $11,000, and the $2,286 is other various pay- 
ments according to that list. . 

Exuisit 64: Stock Commissions Account (page 27), as prepared by Mr. 
Clarkson. | 

Q. That is up to the 31st December, 1905? A. Yes. : 

Mr. Hopeins: I would like to pass from that to the stock subscriptions; I 
am speaking of the return which went down to Ottawa; I just want to deal with 
the return, at page 11 of this book (part of Exhibit 63). I have a memorandum 
here which I think is in a much more convenient form. 

Mr. CoMMISSIONER: ‘This seems complete. 

Mr. Hopeins: Yes, but there is one statement.I have got which shows the 
total in the list and then groups about half a dozen of the improper items in it 
together; I don’t know whether you have that done there? A. No, it is not in 
the book; that is made recently. 

Mr. CoMMISSIONER: ‘This page 11 I think is all right; for instance he shows 
the Laidlaw ones and what was done with them; that is the history of the Laidlaw 
shares? A. Yes. 

Q. Then it deals with the Devean subscription? 

Mr. Hoperns: This summary is really what I want. You see the totals, the 
subscriptions are $3,500, and then the antedated, the worthless— 

Mr. CoMMISSIONER: What have we to do with worthless? 

Mr. Hopveins: That is something which you may think should not be pro- 
perly deducted unless they were known to be worthless; that is the analysis of that 
list. 


Mr. CoMMISSIONER: Oy course as to antedated subscription, that is an hypo- 
thesis based upon Mr. Fitzgibbon’s statement. All that Mr. Clarkson can state is 
there were certain subscriptions dated the 22nd October? A. Yes. 
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Q. And he has some reason to doubt whether those were the dates? A. Yes. 

Q. Conditional does that include such ones as those taken in the States? A. 
Yes. 

Q. Subscriptions that could not be pressed, what does that mean? A. Sub- 
scriptions which I understand the bank was not in a position to sue for payment 
of ; that is Davidson and Smith of Flint. 

Q. Lindsay, original subscription, what does that mean, $5,000, that is 50 
shares? A. ‘There was the subscription. 

Q. Subscription subsequently cancelled, and Laidlaw’s subscriptions ? 

Mr. Hopetns: What I wish to ask Mr. Clarkson about was to see how far 
they affected the list in bringing it down under $500,000? 

Mr. COMMISSIONER: Supposing you take him over it and get it down on the 
‘notes; the return shows $579,200. 

Mr. Hopeins: Then there are $3,500, subscriptions which are on the last 
page of the printed return and came in admittedly after the 23rd October? A. 
Yes, so stated in the return. 

Q. Antedated subscriptions, what do you include in those? A. Antedated 
subscriptions are these: you have evidence as to W. J. Lindsay, $50,000. You have 
evidence as to Macorquodale. 

Q. Give us the name of the shareholder? A. W. J. Lindsay $50, 000; 
D. 8, Macorquodale $100; B. B. Macorquodale $100; F. D. Macorquodale $100: 
A. G. H. Luxton $1,000; “A. B. Bradley $1,000; W. B. Nesbitt $10,000; these are 
all subscriptions dated October 22nd, 1906. 

Q. That does not quite make up the amount? <A. A. 8S. Lown $100; 
J. Gilchrist $3,000; those are all subscriptions amounting to $65,400 in respect of 
which question has “been raised. 

Mr. CoMMISSIONER: As to whether they were not antedated? A. Yes. 

Q. Actually subscribed after—? A. Yes, after the meeting had been called 
on the 22nd October. 

Mr. Hoperns: Conditional subscriptions, $13,500? <A. A. J. Witham, 
$3,500. 

Mr. TRAVERS: $2,500. al 

Mr. Hopeins: Yes. A. Then there is a mistake in my figuring of $1,000, 
$2,500; there is a letter as to that showing it was taken conditionally. A. E. 
Forget, $5,000; A. H. Hoover $5,000; that makes $12,500. 

Q. These you understand to have been conditional? A. That is my in- 
formation. Hoover’s subscription is written across the face of it; Forget I have 
nothing further than mere information; Witham, there is a letter showing it was 
conditional. 

Q. Subscriptions which could not be pressed, $10,000, who were those? A. 
Matthew Davidson, $5,000, of Flint, and P. Smith, $5,000; there are letters. 
QQ. The next is worthless subscriptions? A. These are subscriptions which, 
according to my information, were worthless. 

Q. Were worthless at the time they were taken? A. Yes, that is my in- 
formation; that is merely information. They were J. E. Bate, $5, 000; he owes 
part of fiat now in the shape of a note; Jennie B. Gier, $5, 000; te Cox, $5,000. 

Q. D.C. Kempt, $5,000; George Storey, $5,000 ; that is $25,000. The next 
is a subscription ; I have it down here, Original subscription, W. J. Lindsay, $5,000. 
The only point about that is it was cancelled subsequently after $500 had been 
credited on it as on account of commissions. Subscriptions subsequently cancelled, 
$25,100. ‘There is a list here on these pages. . 

Q. Is not there a list in this book, Exhibit 63? A. Yes, but from that list 
in that book have been deducted items included in the previous ones. 

Q. The total is $29,100; and this list which Mr. Nield will copy into the 
evidence contains the list of the shareholders. whose shares were cancelled? A. 


Yes. 
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$29,100 


Mr. Hopeins: You say they were afterwards cancelled, how soon after- 
wards? A. Commencing April, 1907, May and June... 

Mr. ComMissIONER: That is on page 14. (Exhibit 63). 

Q. Those you have information that lead you to doubt whether they were 
worth anything, were there any payments made on them? A. On these cancelled 
subscriptions ? 

Q. No, on the subscriptions that you classed as worthless? A. None that 
I can see, sir. In the Bate case there is a note out in the Milton Branch I think 
for $2,000 which is outstanding now; nothing was paid on the subscription. 

Q. What was this subscription? A. $5,000; $3,000 was cancelled and the 
note stands against the $2,000 of stock now. 

Mr. Hoperns: ‘The last.item is Laidlaw subscription? A. Yes, they stand 
on their own footing, $21,900. 

Q. If you deduct those you have mentioned now from the list as sent in, what 
is the result? 

Mr. COMMISSIONER: We can figure that out ourselves; it is all here? A. 
There is one subscription that ought to come out of that, James Bowley, 10 shares, 
on page 13. 

Mr. Hopeins: You have given in this book apparently on pages 15, 16 and 
1%, (Exhibit 63) what became of these various subscriptions? A. Yes, that is 
information there according to the books. 

Q. What actually became of the Laidlaw subscriptions? A. The Laidlaw 
subscriptions were transferred under document to Lindsay. 

Q. Were they entered up in the books? A. On the books of the Bank they 
purport to be transferred to other people. There are particulars there; one man is 
Vise, and another—these people did not accept them; then afterwards they are 
purported to have been canceiled in the name of the transferees. 
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Mr. CoMMISSIONER: What do you mean by cancelled in the name of the 
transferees—treated as belonging to the transferees? A. Yes, although they did 
not accept them. 

Mr. Hopeins: And cancelled by the bank? A. Yes, they were transferred 
to Lindsay under these. documents you had in evidence. Then the transfer book 
shows them not to Lindsay but to other people who did not accept them, and then - 
cancelled in the name of those last-named people. 

Q. Was the W. J. Lindsay $50,000 cancelled—my recollection is that yester- 
day it was said in connection with the Continental Securities that 440 out of the 
500 were cancelled? A. He had 550 shares all told; he transferred 100 of those 
to Travers; that left 450, and I think there are two items in there accounting for 
10 shares, leaving 440, which were cancelled. 

Mr. CoMMISSIONER: On the 18th March, 1908; all that appears on page 
13, two different lots of 50, and 10 transferred to Brown, who paid for them, and 
Lindsay paid for 5 himself? A. Yes, sir. 

Mr. Hopeins: We were speaking yesterday in examining Mr. Travers about 
that Continental Securities Company account? A. Yes. 

Q. How do you find that the 5,100 shares were dealt with as to payment? 
A. They were purported to have been sold to the subscriber by the Continental 
Securities Company at 130, or $663,000, and then the Continental Securities Com- 
pany was allowed an overdraft in the Toronto office books of the bank to the extent 
of $663,000; and against this overdraft there was charged to various items which 
we were speaking about yesterday by way of cheque issue by the Continental Securi- 
ties Company—you have that memorandum there showing what those items are. 

Q. Is it the case that, without the discount of any security or anything else, 
the $663,000 was put to their credit in the Farmers Bank? A. No, it was not 
put to their credit; they were simply allowed an overdraft to that amount; that is 
to say, they issued their cheque and it was charged up against them in the Toronto 
Branch. 7 

Q. And they had no funds for those cheques? A. Not that I have been 
able to find. It is fair to say this, though, $538,000 which was charged against 
them was put to the credit of a Suspense Account; that is to say, it was not taken 
into Capital, but put to the credit of a Suspense Account. 

Q. What particular virtue is there in that? A. Only this, that anybody 
understanding accounts would just simply check one over against the other and 
know to the extent of $538,000 it was a book entry, even in view of the fact that 
cheques were actually issued and cheques were actually marked. 

Q. Charging it to Suspense Account would indicate it had not been accepted 
as payment up of the capital stock; is that what you mean? A. Yes, it was an 
item in question; it was an item subject to contingencies. - 

-Q. Subject to be dealt with later? A. Yes, as conditions might develop. 

Q. As to the rest of the amount, the difference between $538,000 and the 
$663,000, there are various items, how were they treated, as Suspense or Capital? 
A. It starts on page 25 (of Exhibit 63); these items were charged against it; 
in the Milton Branch of the bank there were notes held to the amount of $15, 500, 
covering subscriptions of Kemp, Storey, Emerson, Hunter and Brown. The pro- 
ceeds of those notes had been credited as payment on capital, capital account had 
been already credited with that amount; they charged that $15,000 up against 
the Continental Securities account by way of a cheque issued to take up the notes; 
in other words, the. Continental were taking over the stock which stood in the 
name of these people, apparently paid for but with liabilities outstanding against 
it for notes; $21,575 is the cheque we spoke of yesterday issued to Travers; $45,000 
was applied on a promissory note for $55,000 given by Travers to cover moneys 
expended on organization account; in other words, he had credited $55,000 against 
the organization expenses. 
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Mr. COMMISSIONER: Credited? A. The account shows a charge for a 
large sum of money, $120,000; he had given his promissory note and the bank 
had discounted it and put $55,000 to the credit of the account, reducing the 
apparent expenditure in organization ; $10,000 of that had been charged up against 
bank premises, and the remaining $45,000 was charged up against this account; 
then the bank held the $40,000 note of R. E. Menzie; $20,000 of that’ represented 
the original Devean stock, the other $20,000 was the additional subscription which 
Menzie took at the time he took over the Devean stock; that $40,000 had gone to 
the credit of capital. The next $2,300 was an amount shown as having been paid 
by Gilchrist on the original list returned to the Government, when, as a matter 
of fact, it had not been paid. 

Mr. CoMMIssIONER: Except by spreading? A. That is by the spreading 
out; Gilchrist’s stock to that extent was handed over to the company; that meant 
that $124,000 to cover those various items was taken -out of the $663,000 by the 
issue. of cheques; and the Continental Securities Company issued a cheque for 
$538,525, the balance to the bank, and it was put to the credit of this suspense 
account, pending the outcome of the transaction. : 

Mr. Hopeins: I just want to understand what difference that made, these 
book-keeping entries made, in fact? A. That is set out on page 28 (of Exhibit 
63). 

Ocak pperated: as I understand, to release whatever liability there was on 
the holders of those items of stock that were mentioned there, and to substitute 
for it the cheque of the Continental Securities Company ? A. Yes; then I am 


- going a little bit too fast. Then when it became apparent that the Continental 


Securities transaction would not go through, stock was sold to Tevis and Chap- 
man, 1,150 shares all told. 

Q. More than that? A. Yes, more was sold, but payment was received on 
1,150 shares, the balance being ultimately cancelled; and then the 1,150 shares of 
the bank, according to its records, received $120,000 of American Piano Compatiy 
stock, made a loan on that to the amount of $120,000 to Tevis; $115,000 was 
allocated as in payment of 1,150 shares of the bank stock; the remaining $5,000 
was put to the credit of profit and loss. Against that $115,000 df stock paid up, 
these shares, Menzie, Gilchrist, Travers, Hunter, Kemp and Storey, to the extent 
of $59,300, which was originally shown to have been paid up by way of notes and 
obligations, were charged off against it, $59,300, and the bank took credit for pay- 
ment on new capital stock to the extent of $55,700 only. 

Q. Let us just work that down, because I want to see how that would affect 
matters or to what extent it did? A. That is the stock transaction. 

Q. The $124,000 which you have spoken of there, had that been taken in 
as paid-up capital previous to the Continental Securities Company deal; take 
Menzie, Gilchrist, and these others, had that been taken in as paid-up capital? A. 
$15, 500 had, $40, 000 had, $2, 300 had, that is $57,800 had been taken in there 
as paid-up capital. 

Q. Mr. Commissioner: Then by reason of these cheques, whatever obliga- 
tion there was on the original holder was cancelled and these cheques were prac- 


tically substituted for it? A. That is right. 


Q. Then when they turned over a certain amount of that stock to Tevis, I 
judge from what you say that they then having received from Tevis $120,000 allo- 
cated about $59,000 to pay those same items? A. They did, and they made a 
mistake of $1,500; at least, they allocated $1,500 too much. 

Q. Roughly speaking, the result of the three transactions would be to leave 


the bank legitimately in possession of paid-up capital to that extent? A. Yes, 


it validated the whole transaction. 


*% 
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Q. As to those three items. As to the other items making up the $124,000, 
what became of those? A. There is $21,675 drawn by Travers, and $45,000 
on that note; then what happened: to them was this— 

Mr. Hoparns: On what note? A. The $55,000 note that Travers had dis- 
counted in the Bank and had applied the whole of it to the credit of organization 
account. Then $10,000 had been credited on that note and charged as having been 
expended on Bank premises, leaving $45,000? The ultimate fate of those items 
was this, it is set out on page 28, $21,675 taken by Travers; $45,000 owing on the 
note, together with $40,000 which was charged into an account known as the Rabbit 
Mountain Mining Company, and $24,294.27 interest charged against this Conti- 
nental advance, taken credit for by the bank as earnings. Those amount to $130,- 
969.27. They were charged $107,500 against Keeley Mine Stocks and Bonds; 
$20,500. as having been advanced to M. B: Chapman; $1,500 being an excess charged 
to Tevis. That arises in this way, that those three items of stock that d mentioned 
to you only amount to $57,800; they were charged against Tevis’ amount $59,300, 
or a difference of $1,500. Then the balance $1,469.27 was charged to Profit and 
Loss; that meant in the ultimate these items practically went into Keeley Mine as 
a charge against Chapman. 

. You are accounting for a good deal more than the difference between the 
$59,000 and the $124,000? A. Yes. 

Q. Can you just account for the difference in those two items? A. No, those 
two items amount to $66,000 and they were combined with the other and charged 
back that way. 

Q. Do you say the ultimate result of that dealing was to charge these amounts 
up against the Keeley Mine Stocks and Bonds account to the extent of $107,500 and 
advance to Chapman? A. Yes, $20,500. 

Q. Was that ever recovered? A. No; he is a discharged bankrupt in New 
York State. 

. Q. So that that has been a total loss to the bank to that extent? A. Yes; 
of course the moneys, this $45,000 of Mr. Travers and $40,000 charged to Rabbit 
Mountain Mining Company were moneys spent previously in the organization of 
the company and not shown, hidden or held over by these notes, and they ultimately 
filtered in that Keeley Mine Stock. 

Mr. ComMMIssionER: What warrant was there for charging these to Keeley 
Mine? A. I can only say that Mr. Travers has told me that he looked to make 
a profit out of Keeley Mine stock that he got for nothing and used it as he called it 
to pick up these losses. 

Mr. Hoperns: A convenient place to charge it. I thought suspense account 
or something of that kind was always used for those purposes? A. It would not 
have made any difference if it had gone into suspense account. 

Mr. CoMMISSIONER: What does that Rabbit Mountain Mining Company 
mean? <A. That was a transaction where the bank advanced some money to some 
people and the bank was to get some capital stock as a bonus for doing so, and they 
charged the Rabbit Mountain Mining Company with expenditures on organization 
account and one rx two things like that just exactly on the same basis as the talk 
about the Keeley Mine and then afterwards when the stock did not bring any profit 
we wrote them back to different avenues. 

Mr. CoMMIssIONER: The Rabbit Mountain, is that about Port Arthur? 

Mr. Travers: Yes. 

Mr. CoMMISSIONER: Have you got into your head, Mr. Hodgins, why the 
Continental Securities Company was credited on their purchase of stock with this 
$124,000? A. I can understand sir, why they were charged with the $57,800 on 
capital stock, that is to say they were buying not only all the unalloted stock that 
the bank had, but they were also buying other stock which dee bank purported to 
take over from these Milton people, Menzie and Gilchrist. 

Q. But they were credited with it. 
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Mr. Hoparns: The bank was supplying them with that stock. 

Mr. Commissioner: That $663,000 included paying up again this stock 
which had already been paid? A. No, the Continental charged with it; probably 
the way that is set out there is just an accounting, it is a process of elimination. 

Q. Ido not see you can say they were charged with it when the price of the 
stock they were to get was $663,000 and the amount of that was reduced by the 
sum of these payments? A. Well, put it this way, the amount they were to pay 
$663,000; the applied $15,500 and $40, 000 and $2,300 on that $663,000 to take up 
those obligations which they had in the Milton branch from Menzie and Gilchrist. 

Mr. Hopeins: So that it would have the stock to hand the Continental? A. 
They had to take the stock over from these people to hand to the Continental. 

Mr. CoMMISsSIONER: ‘To give them the stock they had contracted to sell? A. 
Yes. 

Mr. Hopetns: As I understand they sold ie stock to Tevis, the money they 
received from him to the extent of fifty-nine thousand odd dollars was eee to 
replace these worthless cheques? A. . That is it. ; 

Q. The bank ultimately making good on that stock— 

Mr. Commissioner: What worthless cheques are you speaking of? 

- Mr. Hoperns: Worthless cheques of the Continental Securities Company. 

Mr. Commissioner: Let me see those please. 

Mr. Hoperns: As I understand it they sold stock to people who went bad like 
’ Menzie and the other man, and this was an effort to get it into good hands, and this 
effort failing, they finally did sell a certain amount of stock to Tevis and appro- 
priated this stock to the extent of $59,000 to him. 

Mr. CoMMISSIONER: Whatisthischeque? <A. This is Menzie and Gilchrist, 
$40,000 and $2,300, that is a combination of those two items. 

Q. They practically over-drew the account for these sums? <A. Yes. 

Q. And that repaid these things? A. Yes. 

~ Q. That is the blank in the evidence so far; they issued their cheques upon 
_ this account they were allowed to draw against? A. Yes. 

Q. For these various amounts but including the $21,675? A. They issued 
a cheque for it too; the cheque was here yesterday, with that $6,000 cheque. 

Q. They issued cheques for all these? A. Yes, they issued cheques, $15,500, 
$21,675, $45,000 and $42,300, and then another cheque for $538,000. 

Q. So that nominally they paid the whole thing? A. Yes. 

Q. That is where the thing was in doubt when we parted last night? A. 
They paid it. 

Mr. Hoperns: Just charged as an overdraft? A. Yes, they had to take 
up those obligations to get that stock. 

Mr. CoMMIssIoNER: How do you suppose that $21,657 was arrived at? A. 


‘ [do not know that. 


Q. Would that be arrived at as the balance left? A. No, I think that sum 
was an amount stated, and this is the balance, the $538,000. 

Q. Because these were all fixed sums? A. Yes. This is an open amount 
and this is an open amount. 

Q. That is the $21,675 and the $538,525 were open amounts? A. Yes, 
unless Mr. Travers arrived at some commission calculation with reference to that 
Tevis matter. 

Q. The only thing that nominally the bank did not get credit there was that 
$21,000? <A. That is all. $21,675 was the loss on the transaction, but the gain 
on the transaction was the making good of these obligations of doubful value; and 
then they used the account as a vehicle for changing over these other expenditures 
from Keeley Mine from accounts they had been in. 

Mr. Hoperns: JI think when you are making up that item, that you promised 
to give us, you might attach to it that statement, or a copy of that statement, because 
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we referred to that in your evidence. (Hands statement to witness). A. Very 
well. 3 

Q. Perhaps you could prepare this statement without my examining you upon 
it; I would like to know how far wrong the return to the Government was; in the 
first place I want to know whether the payments shown as paid up in cash, whether 
any of those payments were wrong in fact; then I would like to know whether for 
any of those payments there were notes in the hands of the bank and to what extent, 
what was the amount of the notes? A. What you mean if I understand you is 
this, those spread payments on that list to the Government, you want us to take 
those items and to show whether there were notes existing for those subscriptions 
and whether ultimately the bank received actual money on those subscriptions to 
get rid of them. 

- Q. What I really want is just to see whether there was a note standing at the 
time the return was sent in. , 

Mr. ComMISsIONER: There is a list of that kind here, is not there? 

Mr. Hopveins: There is a list here, but it is not complete, Page 40; that is 
headed “ Spread Notes” which is a mistake;.it should be spread payments. I want 
to see which of those had notes outstanding? A. It is marked on the copy the 
Commissioner has. Nib) . 

Mr. ComMIssIoNnER: In redink? A. Yes. 

Q. They appear to be all notes; the first item there is any difference in is 
Kennedy ; $250 is the spread item and $500 was the note. Sinclair, there was a 
note for $5,000 and a note for $1,000; spread was $500. McClure the spread item 
is $200, and there were notes for $450, and $500. Witham spread $200, note $2,000; 
Laird, spread $500, note $1,000; McCallum, spread $100, note $200; Wilkinson, 
spread $50, note $100; Menzie, spread $50, note $100; and then you get down to 
Howden, spread $50, note $500; McLaughlin, spread $100, note $200; Daniels, 
spread $200, note $500. 

_  Q. The figures in red ink on pages 40 and 41 indicate the amount of the note 
given by the person to whom the credit was given as shown in this statement? A. 
Yes, 

Q. At the end of page 41, Gilchrist is credited with two cheques, $2,700 and 
$300; and Groves, $3,000; those are at the foot of the spread payments and they 
are marked, “ Afterwards returned”. What does that mean? A. I think on 
November 26th, 1906, there were three cheques carried—I think when the books 
of the bank were first opened there were three cheques carried in there for $3,000 
apiece; I think it was Groves and Gilchrist; and I think Nesbitt, $9,000, and after- 
wards returned. They came and they were carried into the cash, and that is the 
reason I say that that $5,750 of cash was not founded on fact. I think it was 
at that time they were carried in as cash coming from nowhere, just merely as 
cash on hand and afterwards going out. | 

Mr. CoMMIssIoNER: Carried, I suppose, in the teller’s till as cash? A. 
Yes, two of those items are those. . 

Mr. Hopneins: Have you anything to add to the details we have with regard 
to the Tevis and Chapman transaction that was given yesterday by Mr. Travers? 
A. - Well, there is only this point to take into consideration, and that is the bank 
made the loan of $120,000 on that $120.000 of Piano stock; it was hypothecated 
to the Trusts & Guarantee Company and afterwards sold by them at $95,000, so 
that the bank lost in there actually, $95,000 from $115,000, the actual amount of 
the advance, lost $20,000; that is to say, I do not mean to attempt to say whether 
that stock was paid up in full or not. I merely say that the loan of $115,000 
cash was actually made on that stock and applied in full payment on the capital 
stock and that afterwards the security— 

Mr. ComMMISsIoNER: The man that gave the Piano stock was worse off at 
the end of the business; he got worthless Farmers Bank stock? A. Yes, but 
the Farmers Bank got $95,000 in payment of $115,000 of stock. 
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Q. If the stock had been good, there would have been a loss of $20,000? A. 
Yes. 
Mr. Hopeins: Gilchrist’s name was mentioned; he was afterwards a direc- 


tor of the company; what amount of stock did he subscribe for, was it $3,000? 


A. Yes. 

Q. Do you know who he is? A. He is connected.with the Crompton Cor- 
set Company. 

Q. He was elected a director afterwards of the bank in November, 1906; 
what became of his stock, did he subscribe for stock? A. Yes, he subscribed 
for $3,000 of stock and there was $700 cash actually paid on it; the other $2,300 he 
surrendered the 23 shares and they went to the Continental "Securities Company ~ 
and from there to Tevis. 

Q. That is a history of that stock? A. Yes. 

.Q. In that list of spread payments which you have just referred to, page 
40 and 41, he is down for $3,000; that is not represented by notes but by cheque, 
it was given back? A. That cheque was used at that time apparently for that 
purpose. | 

Q. You never found any note from him? A. Yes, I found a note after- 
wards; I think I have that record here. 

Mr. CommissionER: That ought to be put in with red ink if you have a 
note for it; it is not in red ink here, neither that nor Groves? A. My memory 
ic not clear on that point; I shall have to find it out for you. 

Q. Mr. Hopeins: You are taking a civil action against him at all events; 
J do not want you to say one way or the other. 

Mr. CoMMISSIONER: What is he suing for? A. I do not know that I am 
suing him yet; I did question whether I had a right against him to sue him aiter 


being elected a director when he is not qualified. 


Q. That matter is under consideration? A. Yes, and his stock is in the 
hands of the people now, so he is not responsible for double liability. 

Mr. Hopeins: The bank got actual payment for that stock out of Tevis? 
A. Yes. The only thing he acted as a director when he was not qualified. 

Q. Is he a man of substance? <A. Yes. . 

Mr. Hopcins: He is vice-president of that company? A. It is a respon- 
sible company. | : 
> Q. There is some connection between some member of that company and 
Beattie Nesbitt? A. Beattie Nesbitt is a brother-in-law of Frederick Crompton, 


_ who is president of the Crompton Corset Company. 


Mr. ComMMIssIoNER: When was Gilchrist elected a director? A. At the 
first meeting, November 26th. 

Q. How long did he remain a aca A. I think for a year. Do you 
wish now that Government Return showing notes? 

Mr. Hoperns: No, I did not note you had that in the book here. Mr. 
Devean is here and I want to ask you about his stock; he held how many shares 
of stock, 200, was it? A. Yes, $20,000. 

Q. “How did he profess to pay that? A. According to the information I 
have, the bank held about $19,000 of stock in the Dominion Permanent and the 
Canadian Savings and Loan; I think a note for $900, and $100 in cash; I think 
that was the transaction. 

Q. Do you know anything about him, financially speaking? A. He is per- 
fectly good for the amount, so I understand. 

-Q. I think that $19,000 of stock was pledged to the Trusts & Guarantee 
Company for one of those loans? A. Yes, together with a note of his for 
$15,000 as collateral to it. 


Q. If those securities were accepted in payment, that would pay him up in 
Pollen cA Sin Yee 
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Q. What became of those securities afterwards? A. As far as I can ascer- 
tain, they were returned to him and R. E. Menzie took over his subscription. 

Q. Is that the R. E. Menzie who figures in the $40,000? A. That is the 
same man. 

Q. Was this $20,000 of Devean’s stock part of that $40,000? <A. Yes. 

Q. You do not know how the shuffle was made? I think I know something 
about it. The Devean stock was transferred to‘ Menzie and Menzie subscribed for. 
another 200 shares; that made 400 shares all told; and he gave his notes for 
$40,000, which was discounted in the bank as a call loan, I think, and there was 
attached to it some scrip and the Menzie Wall Paper Company. I see also there 
was an endorsement on that note of the Menzie Wall Paper Company. The ques- 
tion rose afterwards as to the right of Menzie to endorse the company’s name on 
his personal paper; however, he himself was of doubtful responsibility, and I do 
not know, but I should imagine, the bank could not collect from him—I heard 
something on the outside. | 

Q. Do you know whether the Menzie Wall Paper Company gave a separate 
obligation or whether it is a question of endorsement of Menzie’s paper? A. I 
think it was an endorsement. 

Mr. Travers: The note was signed by the Menzie Wall Paper Company 
after they refused to acknowledge the obligation; I know that outside the bank’s 
affairs. : 

Mr. Hoperns: They were never pressed in consequence? A. No, they were 
not pressed and the stock was transferred to the Continental and Tevis. 

Q. Was that part of the Tevis transaction? A. Yes. 

Q. Was that part of what was paid up ultimately? A. It was. 

_ Q. I would like to ask you about the Trusts & Guarantee Company circulation 
account; in the first place, with regard to that loan of $80,000, how do you find 
the bank treated those three payments, made in December, 1906, which appears 
to have paid it off? A. They appear in the Head Office, there are two accounts 
relating to it; the first in the head office books of the bank, in which those three 
cheques are shown to the credit of the account, the account indicating on its face 
that either the money was paid to the Trusts Company or it was on deposit there 
with the Trusts Company; anybody taking up the account would take it to be on 
deposit. 

Q. That is in the head office? A. Yes. 

Q. Are you referring now to the three separate cheques appearing in that 
account and having that appearance? A. I am referring to the three separate 
cheques in December, 1906; it shows anyway that the Trusts Company was indebted 
to the bank in $80,605.81. 

Q. Either by way of payment? A. Or by way of deposit; it makes no 
difference. 

Q. You could not tell from the entry? A. No, it makes no difference. 

Q. You could not tell the entry? A. No, it makes no difference. 

Q. What did the other account show? A. There was an account opened 
in the Toronto branch in January, 1907, a deposit account, and the bank con- 
tinued to deposit money with the Trusts Company up till, I think, April. 

Q. That is subsequent; but there was no other account for these three original 
payments in December? A. No, there is no other. 

Q. Did that account show there had been a loan got from the Trusts & Guar- 
antee Company of $80,000? O. No, the books of the bank do not showy any 
loan; when I say any loan I qualify that; I mean original loans. 

Q. You remember page 43 of this book (Exhibit 63), statement as of De- 
cember 31st, 1906; there is $80,605.81 shown among the debits? A. That is 
the item I referred to shown as owed to the bank. 
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Q. And I take it that the head office entry is capable of being understood to 
correspond with that or may indicate that $80,000 had been paid? A. That is 
the head office entry. 

Mr. CoMMISsIONER: How could it indicate the payment; it is a debit to 
the Trusts & Guarantee Company? A. It indicates, according to the books of 
the bank, that $80,605.81 was paid to the Trusts & Guarantee Company. 

Q. And owed by the Trusts Company to the bank? A. Yes. 

Q. That is what the bank book shows? A. Yes. 

Mr. Travers: Would not it show this, that the Traders Bank balance went 
down and the Trusts Company went up? A. That follows as a matter of sequence, 
because the cheque is on the Traders Bank, its balance goes down and the Trusts 
Company’s goes up. 

Mr: Hoperns: If the head office entries had been intended to show payment 


of the loans should have been shown in them, and these cheques a credit as against 


” 


that loan? A. If the books had been opened to show the facts, there would 
have been an account showing the Trusts & Guarantee Company creditors for that 
amount of money and these payments on account of that loan. 

Mr. ComMIssIONER: But the position taken by Travers all through is, and 
these entries are quite consistent with it, whether it was proper is entirely another 
question, that the loan was his personally, not the loan of the bank at all, and that 
the notes were hypothecated and that is the reason why they do not appear in the 
books of the bank? A. ‘That is the reason why, and that is the reason why that 
capital account there is extended to $300,000. 

Q. I am saying nothing about the propriety of the thing at all? A. Not 
at all; if that capital account had been sub-divided into two accounts, W. R. T'ravers 
and capital, assuming that he was taking the position that he was lending to the 
bank, he would have been a creditor for so much, and the capital account so much 
less. 

Mr. Hoperns: Is the capital account as shown, $300,000, consistent with the 


idea that this money was borrowed personally by Travers. 


Mr. CommisstoneR: I do not think that is a proper question for this witness, 
that is more for me. As Travers’ account of the transaction is, rightly or wrongly 
he took these notes and borrowed so much money and applied that money upon the 
stock of these people? A. That is it exactly; and the books agree with that 
attitude on his part. | 

Mr. Hoperns: And that when he paid these three cheques to the Trusts & 
Guarantee Company while it was in fact in payment of that debt of his the books 
would make it look, in the absence of any entry of the Trusts & Guarantee Com- 
pany as a creditor, as if they had that money on deposit? A. The books indicated 
that. 

Mr. Commissioner: Is that entry as of the date when the credit was can- 
celled or is it the date of the original payment? A. That credit appears in three 
amounts, three cheques. 

Q. As we had the facts, the loan was paid off by three cheques of the Farmers 
Bank? A. Yes. 

Q. Then for some reason Travers says it was closed, he wanted that changed, 
and wanted what was done in the way of payment cancelled and the loan set up 
again. A. There is no record in the Farmers Bank Books of that re-transfer of 
items at all. 

Q. But of what date are the entries in the Farmers Bank, of the original 
date? <A. Yes. 

Mr. Hoperns: The three cheques which we have, December 6th 7th and 17th? 
A. Yes. 

_  Q. You were going on to speak of another account in the book? A. When 
the Trusts Company gave up the notes which had been hypothecated to them as 
security for these loans made to Mr. Travers, the Trusts & Guarantee Company were 
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given credit for the amount of these notes and the notes were sent out to- the 
branches and discounted in the branches. 

Q. What do you mean by being given credit? A. You have on one side 
a charge in the account of the Trusts Company owing $80,605; they go down to the 
‘Trusts Company and get $30,000 of notes; they put as having received from the 
Trusts Company $30,000 crediting it; they take those $30,000 of notes and send 
them out to Milton, and have them discounted; the Milton branch discounts them 
_and puts them to the credit of the Head Office of the Bank; that leaves the Trusts 
Company as owing only $50,000 according to the bank’s books, and that is the way it 
went till the account was wiped out. 

3 Q. That is the method in the bank’s books? A. Yes, that is the method the 
bank adopted. 

Q. This Exhibit which I put in some time ago showing the history of those 
notes (Exhibit 51) will you just say whether that shows the transaction as 1t appears 
in the bank’s books? A. I say this: some of it is arrived at from a process of 
elimination, some of it is from fact. This is fact; notes for $2,380 loans, that is 
procured from the company. Loan on $20,500 that is procured from the Securities. 
Charged to the Milton branch February 26th, 1907, that is taken from the Milton 
books. 

~ Q. $30,300? A. Taken from a letter of the Trusts Company. Charged 
Milton branch March 6th, 1907, $770, that is from the Milton records. Charged 
on April 11th, 1907, that is from the Milton branch, $2,530. Charged April 16th, 
the latter part of this is from the Milton records; the former part is from the head 
office books. 

Q. The beginning, “Charged Milton branch” is from the Milton records; 
and the first items under April 16th, 1907, are from the head office books? A. Yes. 
The same thing obtains there on April 30th. ' 

Q. Turn back to the first page where you have the notes, you account for the 
notes dealt within those three loans? A. Yes. 

Q. And you show what was charged to the Milton branch as detailed in the 
subsequent pages? A. That is right. Then the Denoon note was returned to 
them, there is a receipt; the DeVean note was given up; the Stair note paid. That 
reduces it to about $7,000 in notes, I cannot account for; I know of $4,750 of those. 

Q. . The $30,300 was the first batch of notes they appear to have got back from 

the Trusts Company? A. Yes. 
Q. And they credited that amount to the Trusts & Guarantee Company? A. 
Yes. , | 
Q. Discounting at Milton and where did the proceeds of the discounts find 
their way to, the head office? A. They would be put to the credit of the head 
office in the Milton books, but what would happen in the head office books was that 
they would charge the Milton branch with those $30,300 of notes and they would 
credit the Trusts Company; that is the transaction. — 

Q. Who would collect on those notes? A. ‘The Milton branch. 

Mr. Travers: I think you are wrong on that. A. Let me say this; they 
could have gotten them all at once from the Trusts Company, but need not have put 
through their charges till any time that suited their purpose. Mr. Travers draws 
my attention to a certain amount of accounting; the Toronto Office was a clearing 


house strictly speaking; the head office charged everything to the Toronto office, 


and the Toronto Office would clear the note; that is what he means. 

Mr. Hoperns: You had seen the copy in the-Trusts Company’s book of the 
account with them beginning with the early part of 1907 and running on till 
April 8th? <A. Yes, I have seen a copy of it. 


Q. And made up of deposits according to them of circulation from time to- 


time? A. Yes, well, it agrees with the bank’s books. The statement was made 
to me indefinitely that it was circulation, but the books did not indicate whether it 
was circulation; I cannot tell from our books whether it was circulation. 
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Q. Do the entries in the Trusts & Guarantee Company account which we 
spoke of that day correspond with the entries in the head office as detailed in this 
Exhibit 51? A. Not at all. 

Q. J mean as to the payments, I do not mean as to the deposits they were 
making? A. The deposit account starting in January, 1907, has no bearing or no 
connection whatever with these transactions. These are the loans. (Exhibit 51.) 
The deposit account is absolutely separate. Their record of that deposit account 
and the bank’s records agree absolutely item for item. 

Mr, CommMissIoNER: It practically appears as an ordinary deposit account as 
eA as youcan see? <A. Yes. 

Q. What it consisted of we have been told? A. Yes. 

Mr. Hopeins: The payments out of that from the Trusts & Guarantee Com- 
pany to the bank correspond to these discounts in the Milton branch? <A. Not 
at all, no relevancy at all. 

Q. What account in the bank do they correspond with? A. I do not think 
you will find any account in the Trusts & Guarantee Company relating to the 
return of those notes. They got payment of these $80,000 and later on in March, 
190%, of the balance, $25,000 and they were paid up, and the bank was entitled to 
get those notes back whenever they wanted to or Travers. When it got them back 
_ I cannot tell you; they may have gotten them back in April and may be in March. 

Q. I have asked for a copy of that account and when it is here I will show you 
exactly what I mean. 

Mr. Commissioner: Has not that all been fully explained? Against this 
deposit account there were cheques drawn on the Farmers Bank? A. Yes, this 
deposit went on, the Farmers Bank drew cheques. 

What I understand Mr. Hodgins wants to get at does that deposit account 
appear in the same form in the Farmers Bank as it does in the Trusts Company? 
A. Absolutely, that is the account where the bank drew on the Trusts Company 
and the Trusts Company,.issued its cheque on the Bank of Montreal and the Bank 
_ of Montreal cheque was deposited in the Union Bank to the credit of the Farmers 
Bank of Canada; that cleans that transaction. : 

Mr. Hoperns: Take that first item of $30,300? A. That has no relevancy 
with that, absolutely nothing to do with it. | 

Q. I thought they had. I may be wrong? A. Nothing at all? 

Q. It is quite an independent transaction? A. Yes. 

Q. In the one, as I understand, the Trusts Company treated the bank as its 
debtor, or somebody as its debtor? ‘A. Yes, in the deposit account the bank was 
a creditor. | 

Q. Iam talking about the loan, account as these payments were made, so much 
of the debt was discharged; in the Farmers Bank account, so much of the amount 
that the Trusts Company owed was discharged by the return of the notes; that is: 
the way they treated it? A. Yes, they had to get it off their books that way. 

Q. That is all working out the same scheme, treating the notes as something 
not the property of the bank, hypothecated by Travers; it is all worked out on the 
same planisit not? A. Well. 

Q. The money that went really to pay the loan was charged up? A. The 
bank paid the money out to pay the loan. 

Q. And charged it up as if they had lent it to the Trusts ue with une 
notes and wiped out the account. 


The Commission adjourned at 1 P.M. to 2 P.M. 
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The Commission resumed at 2 P.M., May 28th, 1912. 
NATHAN DEVEAN, Sworn, Examined by— 


Mr. Hopetns: You became a subscriber to this stock of this bank? A. 
Yes, sir. 

Q. For how many shares? A. $20,000 worth of their stock. 

Q. That was in March, 1907, I am instructed? A. Iam kind of forgetful 
about the dates, but I should believe it was in 1906, but it was just prior before 
the organization. 

Q. Prior to the organization? A. Yes, sir. 

Q. How did you pay for the stock? A. I told him that I had $19,000 of 
fully paid up stock in the Canadian Savings that was paying me between 6% and 
8% and if I could have $19,000 worth of their stock in exchange for that, I would 
take it. 

Q. You would have to pay $19,000 more would not you? A. Then, sir, 
Mr. Travers said it would look far nicer if you would take the even $20,000. I 
said I did not have the money to spare. Well, he said, you are practically paying 
cash for everything, and he said, that won’t matter any, and he says, pay it at your 
convenience. i 

Q. You gave a note and $100,000 cash? A. Pardon me, I have not the 
slightest recollection of giving a note but it may be so; if you show me that the 
note that I can see it was my signature it would remind me, but I have not the 
slightest knowledge. 


Q. How did you arrange for the payment of this extra thousand? A. i: 


gave him $100 cash and the other he said I could pay it when it was convenient for 
me. I doubt that I ever gave a note. 

Q. Did you ever get a receipt or give a receipt for a $900 note? A. I have 
not the slightest knowledge. 

Q. You do not remember the note, but do you remember signing a receipt 
when you turned over your stock to Menzie? A. No. Let me fell you, sir, as 
near as I can remember, I owed the bank some money and I did not want to owe 
them anything and I want to go perfectly clear and straight with them and I says, 
“Tell me what I owe you” and I gave them a cheque for what I owed the bank. 

. How much was that? <A. That kind of bothers me to try and remember 
that, but I should imagine it would be in the neighborhood along of about that 
amount. 

Q. $900? <A. I do not think it was quite that amount. I think it was a 
little bit less, but it is hard for me to remember. 


Q. Whom did you give the money to? A. I gave a cheque to Mr. McKay | 


or else I gave it to Mr. Travers; I paid it right over then. They gave me a book— 

Q. Have you looked for the cheque since or looked in your bank account? 
A. No, sir, I have not. I remember this that I owed the bank some money and I 
told them I did not want to owe them anything, I did not want to have any more 
transactions with them. I said whatever the amount is, which I knew at the time, 
I believe I said to Mr. McKay, “you give him the cheque, and I will pay you, 
whatever it is”, but I think my own cheque was taken and I straightened the whole 
up so that I would not owe them one cent. 

Q. What did you do with the bank stock you had? A. He never gave any. I 
expected I would get it, but, to explain, it was like this, when I went in there they 
gave me a book with the Hon. Mr. Forget, Lieutenant Governor of Saskatchewan, 
Hon. Mr Beattie, and some of the ablest men in the country. 

Q. Ido not want to go into all this; you bought stock and you paid for it in 
this way, by turning over the Canadian Savings Company stock and giving $100 
and ultimately paying the sum of $900; what did you do with that stock or how 
did you get rid of it? A. It was sold to a Mr. Menzie. 


ae 
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Q. Who by? A. Who sold it? by 

Q. Yes? A. As far as I know, Mr. Travers did, for I told him I did not 
want to go there; I did not want to have anything to do with them and they must 
take the stock back or sell it for me and he said he had a party who would buy it 
from me. 

Q. Did you act as director? A. Well, sir, according to my lawyer and 
according to Mr. Travers I was not a director. 

Q. Did you act as a director, attend directors meetings? A. No, as soon 
as I was elected, sir, I told him I did not make any bargain with them, that I 
wanted to be let off, and he said “ well, you come to the meeting and I will explain 
to the directors and we will let you off and I sat waiting for them. 

Q. Do you remember being elected a director? A. Well, sir, there was a 
sort—it was not an election to my way of thinking; I did not think that everything 
was fair and square there; they had a fight there, or they were going to have a 
fight there, and they frightened the life out of me. 

Q. I see you attended the directors meeting—? A. With the understand- 
ing he would let me off, that if I was there I could explain it to them and let me 
off, but I took no part with them. 

Q. You finally got rid of your stock in some way? A. I sold it to Mr. 
Menzie, and I signed my name on the book that it was transferred to that gentle- 
man. | 
Q. What became of your stock in the Canadian Securities Company? A. 
They gave up business and I went finally and I sold it. 

Q. Did the Farmers Bank give it back to youP A. Yes. 

Q. What time was that, how long after you took your stock was that? A. 
As near as I can remember it was in the neighborhood of a couple of months or 
so, because the first meeting they said they would let me off if I could come to the 
meeting, and I went with the understanding that I should take no part in any 
shape or form, and Mr. Travers said, “If you will come and explain it to the 
directors, they will let you off”. 

‘ You were disatisfied because you found the people connected with the 
bank were not the class that appealed to you? ‘A. Yes, I made inquiry as to the 
class of people and I was willing to have worked with them but— 

Q. You said you paid off whatever the balance was and they let you off and 
they gave you back your stock and you finally sold it? A. I sold the stock I had 
of the Farmers Bank to Mr. Menzie. 


GEOFFREY TEIGNMOUTH CLARKSON, Examination continued.— 


Mr. Hopeins: How much was received by the bank altogether on capital 
account, bona fide received from the beginning down to the close? A. (Referring 
to page 18 of Exhibit 63). I make it $532,599. I wish to say this further; in 
that amount I had not included items shown on page 21 amounting to $13,800 
which was shown to have been paid according to the books of the bank, and 
further I deducted $20,000 for the deficiency in the Tevis account. If it is held 
that $115,000 advanced Tevis on the loan then applied on capital stock is a valid 
payment and you do not have to take the loss into account, on the realization of 
the security, the amount would be $552,000. 

Q. What about the item of $13,000? A. According to the books of the 
bank, stock held by Bate, Kelly, Kemp, Travers, Witham, Wylie, McHachren and 
W. Beattie Nesbitt is all shown as paid up. (Page 21 of Exhibit 63). 

Q. Why do not you take itin? A. Because it was not paid by cash which 
came into the bank. 
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Q. $532,000 is the lowest calculation of the paid up capital stock of the 
bank? <A. $532,599 is the lowest calculation of the paid up capital stock. 

Q. And that was paid up in cash? <A. Yes. 

Q. If the Tevis transaction is entitled to stand without being charged with 
the $20,000: loss, there was really $552,000 of paid up capital? A. That is right. 

Q. How long was it before that was all paid up? <A. This statement is 
down to the date of the inception of liquidation. 

Q. Can you tell me how much was paid up say by the end of 1907? —A. 
No, I cannot tell you that, unless 1 go into the account, for this reason, that it 
means making up a statement based on fact and not book entries. 

Q. I thought you had that? A. No. 

Q. Would the bulk of that be paid up from 1907 in your recollection? A. 
I do not want to hazard an answer to that. 

: Q. Would it be too much trouble to find out just what years thab capital 
account came in? A. No, I can prepare that statement for you, it would take 
some time, it would take three or four days to get that, fully that. 

Q. Probably you can put that in later on? A. Then I understand you 
want a statement showing the actual payments from time to time, that is to Bay the 
progress of the account. 

Q. Just by years. : 

Mr. COMMISSIONER: You had better refer to in page 21 showing your 
reasons for treating. them as not paid up, because apparently these reasons would 
in some cases not justify treating them as not paid up? A. My reasons are 
these— 

Q. They are stated on page 21, are they not? A. Yes, of course this 
Kelly amount, I have largely recovered since the bank has been in liquidation. 

Q. So that should go out, $694.50? A. That would go out. 

Q. Kemp, you say is of doubtful value? A. Yes. 

Q. Why do you deduct $6,000 W. R. Travers? A. Because that is taken 
off down below, that was included in the Tevis transaction. 

Q. McEachren? A. That was the Beattie Nesbitt stock which was paid 
as charges against Keeley Mine and against commissions. 

Q. If the commissions were due why do you charge-it? A. There was a 
large amount charged against commissions which is very much in excess of what 
the agreements call for, “according to my understanding and with that issue I do 
not feel prepared to admit the payment is all bona fide, at least it will have to be 
shown that it is. 

Q. $5,000 by cheque of the Clark Manufacturing Co.? A. What happened 
there was this, that Nesbitt was indebted to the bank or at least there were firms 
indebted to the bank to the extent of $60,000. 

Q. What firm? A. One was the Clark Manufacturing Co., the Hubbard 
Company, F. H. Ross & Co.—there may have been another one—they are all en- 
dorsed on the back of a cheque here. Nesbitt had guaranteed those accounts.- The 
bank made a settlement with him whereby they took over his Keeley Mine Stock. 

Q. The whole of it? A. Yes, wiped out these accounts and gave him 
$5,000; part of the Clark debt to the extent of $5,000 was caused by the issue of 
a cheque for $5,000 in favour of the bank on account of payment of Nesbitt’s 
stock. 

Mr. Hopeins: Is that the cheque we heard about of Lindsay and, Travers? 
A. Ido not know whether you have heard about it or not. 

Mr. Commissioner: ‘The $5,000 cheque? -A. No, there is another one. 

Mr. Hoperns: This a cheque of the Clark Manufacturing Company on their 
account in the Farmers Bank? A. Yes. 

Q. McEachren and Nesbitt made a joint subscription? A. No, Nesbitt 
made the subscription; it was afterwards transferred and now stands in Mc- 
Eachren’s name; McEachren was his secretary. 
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Q. And that appears as fully paid-up stock? A. Yes. 

Q. And that you say was paid, $5,000 charged to commissions account and 
$5,000 by the cheque of the Clark Manufacturing Company? A. That is it, 
sir. The Clark Manufacturing Company afterwards paid by the transfer of Nes- 
bitt’s Keeley stock. 

Q. When did that transfer of Keeley stock take anon A. March 28rd, 
1910. 

Mr. COMMISSIONER: We did not hear before of Nesbitt having parted with 
his interest in the Keeley Mine? 

Mr. Hopains: No, I had intended to complete that with Mr. Travers. 

Q. You spoke of a question arising as to commissions; the amount charged 
all told for commissions is something in the neighborhood of ee 000, is it not? 
A. Yes. 

Q.. And taking the capital stock subscribed, what ought it rs be at the 10% 
rate? A. Subscribed capital stock at the time of the failure was $584,500; I 
think that is the exact figure; and 10% on that would be $58,450. But you have 
to take into account on that Tevis stock the 1,150 shares; the commission went 
to Chapman by way of a transfer of capital stock of the American Piano Com- 
pany; if you take $115,000 off $584,500 it will come to $469,500; if it is true that 
the agreement was that the commission was to be only 10%, and so far as I can 
see is the case, the commission would be $46,950 all told. J think the statement 
shows $71,000 paid out. 

Mr. CoMMIssIONER: The commission in the early stage was to be only 5%? 
A. I do not understand that. | 
_  Q. That was the arrangement of the eh board ? A. That is the 
first I have heard of it. ! 

Mr. Hoperns: That was with Smith. 

Mr. COMMISSIONER: I understood up to a certain time it was 5%. 

Mr. Travers: I think you are wrong; it was 10%. 

Mr. CoMMIssIoNnER: From Mr. Lown I understood it was 5%, and they 
Taised the commission. 

Mr. Travers: It was before my time. 

Mr. CoMMISSIONER: Yes, before Travers came in at all I think they were > 
paying 5%. : 

Mr. Hopeins: The total appears on page 48 and is $71,800; the total com- 
mission account from beginning to end? A. That is right. Mr. Travers has 
made the statement to me that there was an agreement that he should get 15%; 
1 have seen no document carrying out that contention. 

Q. At all events, that is the point you are raising with regard to why these 
should not be treated as paid up by reason of the right to pans ens A. That 
is the issue I raise. 

Mr. Travers: Will you ask Mr. Clarkson if that transaction was at the time 
of the transfer of Nesbitt’s Keeley Mine stock or not. 

Mr. Hoperns: I do not. understand you. , 

Mr. Travers: He spoke of the transfer of $5,000 in reference to oO Clark 
Manufacturing Company? <A. No, that was away prior to it. 

Mr. CoMMISSIONER: Yes, I understand that; it was paid earlier, but the 
final indebtedness of Clark and these other concerns was wiped out by the ‘transfer? 
A. Yes, that is what I mean. 

Q. $5,000 went to the debit of the Clark account and to the credit of stock 
account? A. That is what I mean. 

Mr. Hoperns: Still on the question of commissions, page 47, the commis- 
sions are charged up subsequent to December 3ist, 1906, at $15, 2042 A. A 
separate commission account was carried then. 


Q. I suppose that is included in the $71,000? A. Yes, it is combined. 
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Q. There is a sisphen to Lindsay of $3,000 in 1907, on October 1st, which 
I understood was in full; 1909 there is a further payment “of $1,080?- A. As I 
understand it there was a settlement made with Lindsay up to a certain date. 

Q. Is the $1,080 for subsequent commissions he claimed to have earned? A. 
IT could not tell you that; I presume it is, but I do not know; payment was made 
though. 

Mr. CoMMiss1oNER: From what account in the bank’s books were these 
figures taken? A. Taken from organization account and commission account. 

Q. And do they appear in one or the other of these accounts under the head 
of commission? A. ‘They will appear in the bank books under the head of 
commission. 

Mr. Hopeins: They sometimes charged the commission account and some- 
times organization? <A. Yes. 

Mr. COMMISSIONER: Ultimately were the accounts merged? A. No, I do 
not think so. 

Q. Carried through in the same shape? <A. I think the two accounts will 
cover, the commission account and the organization account. 

Q. Were they ever combined? A. No. : 

Q. Because I understood organization account amounting to one hundred 
- thousand-odd dollars included all commissions? A. The commission account 
was written off to profit and loss in 1907. | 

Mr. Hopverns: In dealing with the organization accounts I asked some one, 
J think it was Mr. Travers, how he accounted for the fact that in the report of 
the provisional directors, as copied in the permanent minute book at page 11, the 
expenses of organization were represented as $41,291, instead of $44,000-odd that 
appeared in the report itself as a separate document signed by Mr. Lown? A. I 
can only make a suggestion as to that, I do not know that it is a fact, but the 
amount of the paid-up capital is stated at $291,000; the amount deposited with 
the Government was $250,000; therefore, it stood to reason that they could not 
show the expenses at more than $41,000 without having an error in their accounts ; 
T do not know if that is the reason; that is what I have always attributed it to. 

Q. I wish you would look at pages 32 to 36; you have adopted certain dates — 
for certain of the accounts; 1 do not know whether there is any significance in 
putting them in? A. The only particular significance of October 23rd, is that 
is the date upon which the organization meeting was called. 

Q. There is a page 1 wanted to ask you about, page 38? A. ‘These are 
the cheques I spoke about this morning. 

Q. You spoke this morning of some cheques that were carried as cash; page 
88 seems to give a statement which includes those; what is that statement on 
page 38? <A. Page 38 is this, it shows the amount as having been actually 
expended up to November 27th, 1906, on expenses of organization, $45,105.71; 
the amount shown in the permanent books of the bank is $32,127.71; there was a 
difference of $12,907. Then the statement shows what was done with the $100,000; 
$75,995 was used to cover the spread payments; $20,027 to cover those securities 
and stock which they had on hand and $12,978 to cover the deficiency in expendi- 
tures between what they were entered and what they actually had paid; that left 
$109,000, and then there was a deficiency of $9,000. ‘T’o clean up that deficiency 
they carried in their cash three cheques, Groves, Gilchrist and Beattie Nesbitt, 
amounting to $9,000, which came from nowhere. That is the explanation as i 
make it from an accounting standpoint. 

Q. Page 39 is the way you make up from the books, I take it, the $291,310? 
A. Yes. 

Q. That is the way that was made up? A. Yes. 

Our tact... Ass iy ea, 
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Q. Will you look at page 48 and-tell me if that is the expense account from 
start to finish, analyzed? A. When you say expense account it is not the operat- 
ing account, it is known as organization expenses and commissions; it is a com- 
bination of those accounts. 

Q. Does it begin at the inception of the bank? A. Yes. 

Q. Right from the provisional directors down? A. Yes, right from the 
provisional directors to the end. 

Q. A good many of the items were charged apparently in a peculiar way? 
A. Charged off in different ways. 

Q. As shown on the statement? A. Yes. 

Q. I will just ask you a question or two about that; the commissions and 
the provisional directors’ legal expenses and various other things that includes that 
balance that you say you cannot account for out of that cheque of $25,344.80? 
A. Yes, I think that is where it must have been taken up. 

Q. And then the way which that total amounts which represents expendi- 
ture was dealt with, it appears, in this way: there is a charge to bank premises, 
$15,000? <A. Yes. 

Q. Is that a proper charge? A. Not unless there are some facts that I 
know nothing about. 

Q. Look at the account? A. No, not unless there are some reasons of 
which I am unaware. 

Q. There is some loss on ties sold on capital account, $1,027, has that 
anything to do with that account? A. Do I show it asa loss? 

Q. You say it is disposed of? A. I meant that is the difference between 
that $19,000 and the $20,027; I do not think it is a loss; it is an actual realization. 

Q. R. E. Menzie, why do you only charge $20,000? A. ‘The other previous 
$20,000 had been paid up by Devean; the books seemed to indicate a new subscrip- 
tion of $20,000 was credited to organization account; that is what the books appear 
to indicate. 

Q. However Menzie afterwards was worked out in the Tevis matter and paid? 
A. Yes. 

Q. There is a note of $55,000 from Travers, was that carried as an asset? 
A. That was discounted by the bank and put to the credit in reduction of those 
expenses and then afterwards was charged to that Continental transaction into the 
Keeley Mine and Chapman. 

Q. Then follows the commission account $15,204. the details of which appear 
on the previous page 47? A. Yes. 

Q. Mr. Commissioner: I do not understand that; why were those put on 
the other side of that account? A. That statement below means how those items 
were gotten rid of on the books, that is-to say of that sum total of $107,000 some 
was charged to one thing and some to another thing, and that $15,000 represents 
the amount standing in commission account. 

Q. Is that all that is charged to commissions? A. Under the-heading com- 
missions account. | 

Mr. Hoperns: Those are the items, page 47? A. Yes, that commission 
account was wiped off afterwards in profit and loss. 

Q. In properly kept books how would that $107,000 hive appeared? =A. 
There should have been accounts in there for organization expenses, for commissions, 
I should think there would be those two accounts. 

Mr. Commissioner: Take this item charged to bank premises, there must 
have been, according to Mr. Stair and I think Travers’ evidence, money spent in 
putting the bank in order? A. ‘There was a very large amount of money. 

Q. To what account did that go originally? A. Bank premises account. 

Q. What does that bank premises amount to? A. It is further on. 

Mr. Hopetns: Page 65. 
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Mr. CoMMIssIONER: ‘They swelled the branch bank premises account by 
putting $15,000 to these payments for commissions or something else? A. That 
is what I mean. 

Mr. Hoparns: Instead of appearing in the otras accounts they went to 
these various accounts, and in that way are misleading to any one looking at the 
books of the bank? A. They wrote off the account in that way. 

Mr. CommissIonER: Beyond the $55,000 one, which explains itself, what was 
the object of doing this, what was to be changed—I can understand the amount | 
paid for commission would appear a great deal less than it was and the amount 
paid for bank premises a great deal more? A. The amount charged to bank 
premises would appear in their books $15,000 more. 

Q. He then must have thought it would look better if the bank premises 
account looked larger than it really was if by doing so they could cut down the 
amount of commissions? A. Yes. 

Q. I do not understand the Menzie case? A. ‘The bank held Menzie’s 
obligation for $40,000, discounted $20,000 of it went to take the place of the Devean 
transaction; the other $20,000 appears to have gone to the credit of this organiza- 
tion account. 

Mr. Hoperns: Whi should that charge be made? A. So as to reduce the 
apparent expenditure on organization and commissions. 

Mr. Commissioner: They got $20,000 from Devean which they paid back to 
him? <A. Yes. : 

Q. And the stock was unpaid in Menzie’s hands? <A. Yes, except by note. 

Q. What possible reason would there be for putting any part of that into this 
account? A. The only reason would be to write it down, to make it less than 
the account showed. 

Q. Where would they show the dealing with Menzie, how would they show 
his account with regard to his stock; they must show somewhere, they got in money 
from Menzie they got so much money from Devean $20,000? <A. Yes. 

Q. Is that what they credited. A. (Witness looks up book). 

Q. When a shareholder paid so much money on account of his stock what 
entries were made in the books? A. I will show you in the books; they put a 
receipt here—capital account stock cash book. 

Q. Is that a receipt for stock? <A. Yes. 

Q. Capital account is credited? A. Yes. | 

Q. What is the opposite entry? A. $1,948, you see here. (Shows). 

Q. When Devean paid his $19,000 that went to the credit of capital stock, 
should have gone? A. Yes, but I do not think it was carried that way; I think 
the stock was just held there—yes, it was, it was shown there. 

Q. And as an investment in the stock? A. Yes, but when they came to 
write up the permanent books they did not carry that investment into it. 

Q. How did they treat it then? A. They did not treat it at all; they showed 
it in the stock. book there. 

Q. If capital stock had been credited with.the $19,100—A. Yes, they did, 
sir—that is right. They held the capital stock in payment, that is the Canadian 
Savings in payment of that stock. 

Q. Then the securities, whatever account that was wie represent that? A. 
Yes. | 

Q. How did they get that out of capital account? A. Here are the details; 
they all went into the stock ledger to the credit of these different people, that is it. 

Q. JI want to take this money that Devean had paid, $19,100 that had gone to 
the credit of capital account, how did they ever get that out again; what entry was 
made to withdraw that? | 

Mr. Hopains: When he got back his stock they ought to have made an entry 
showing that had gone back to him when the stock was cancelled. A. Here is 
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the Menzie transaction ; there is where the note was discounted in the Toronto branch 
for $40,000. 

Mr. CoMMIssIONER: Would ee there be in the ledger an account with some- 
body for that? A. This is the stock ledger, here is Menzie. 

Q. 200 shares? A. Yes, here is the $3,000; here is $20,000. 

Q. What $3,000 is that? A. MHere are the three items, $20,000, $17,000 
and $3,000. 

Q. Does that mean there were three different notes or why is it split in that 
way? A. Those are the three. 

Q. Then he must have discounted three notes? A. He only discounted one. 

Q. Why did he split it? A. There is $20,000 which goes to the credit of 
organization, and there is $17,000 which goes to the credit of capital stock and there 
is $3,000— 

Q. When this man discounted his note and paid that why was not capital 
credited with that? A. Devean’s stock had been credited previously with $20,000. 

. Why was not the other $20,000? A. Then they paid it back. 

Q. Then Devean got his back again? A. I will have to work that out again. 
The fact, of course, is $20,000 was credited to commissions; I will have to work 
that out for you unless Travers can tell you now. 

Mr. Travers: I think you are wrong on that. 

Mr. ComMIssIONER: ‘The three items certainly seem to correspond. 

Mr. Hoparns: Devean’s stock ought to have been credited as paid up. 

Mr. Commissioner: It was credited as paid up. 

Mr. Hoperns: There should have been a further credit on that when it was 
sold to Menzie. A. (Referring~to cancelled ledger). That shows $20,000 paid 
up in December 31st. | 

Q. And he is credited on the 25th March with having paid that? A. Yes. 

Q. I suppose that is the day the investment in the Securities? A. No, he 
transferred it on that date to the other man. 

Q. They got Menzie’s note for $40,000 to pay for that stock, how are they 
going to make the thing square on the books if they took the $20, 000 and applied it 
to organization expenses, how is that possible? A. It will show you the credit 
tc organization account. 

Q. Where is the capital account? A. That is in the ledger. 

Q. Perhaps if we had that it might throw some light. 

Mr. Travers: Here is the explanation of that, I think (explaining to Mr. 
Clarkson) ; that $25,605 was that note from the Guarantee Company in which that 
was included; that whole $25,000 was charged to organization expenses and then 
the $20,000 of Devean’s was credited back again. 

Mr. CoMMIssIONER: Does that mean it did duty for a few days? A. Here 
is the item. (In ledger.) 

Q. Where is the capital account? A. (Turns up.) Devean was included 
in that $291,000 brought over from the other. 

Q. In March, on the other side, it was merged; he personally transferred it 
or is there any entry about it? A. No, there is none. 

Mr. Hoperns: Travers says when it came back—he remembers it was pledged 
for that $20,000 loan—when it came back from there it was charged to organiza- 
tion; that is his explanation of it? A. When it came back it: was charged to 
organization. 

Mr. Travers: Yes. A. Yes, $25,344 was charged to organization. 

Mr. Travers: Yes and that was the advance from the Trusts & Guarantee 
in which that stock of $20,000 was included. 

Mr. Hopeins: However it was done it does not alter the fact that it should 
not have been charged in the way it was? A. That $25,000, no. 


Q. No, that $20,000, Menzie? A. No, the stock transaction should not go 
into this organization account at all. 


374 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. The object apparently was to make the organization account look small? 
A. Yes, it diminished it by that amount. 

Q. Have they to show these in returns to the Government in any way? A. 
Organization expenses? 

Yes? “Al No, 3 

Q. What is the object of reducing the organization account? A. That 
appears in the books of the bank; you have to take the account representing these 
expenditures; you could diminish ‘these expenditures by charging them to other 
items, such as bank premises, such as liability of a customer or something like 
that; it is an entirely different thing. 

Q. Do you mean if it is charged to bank premises account that that is re- 
turned to the Government as a valuable asset? A. Yes, that is returned to the 
Government. | 

Mr. COMMISSIONER: There is an item of bank premises? A. Yes. 

Mr. Hopeins: Taking that $15,000 charged up to organization and bank 
premises, would that enable them to show an asset of $15,000 which could be re- 
turned to the Government? A. Yes, it was returned. 

Q. As a valuable asset? A. Yes, it was returned as an asset. 

Q. Charging part of it in capital account, would that enable them to do the 
same? A. Not an asset; what is your question exactly? 

Q. Whether charging that $20,000 which you have down there, which ap- 
parently should have been in capital account, would that be a benefit to them? 
WN. No. 

Q. Can you account for it being done in that way? A. The only way I 
accounted for it was the desire to reduce the amount of this account by charging 
it out into various places. 

Q. But as Travers knew all about it, who else was to see it? A. If the 
bank kept a balance some way, sooner or later it had to go out of the way, ‘either 
out of profits— 

Mr. Travers: Can I help out on that? A. I do not know what Mr. 
Travers’ explanation is. 

Mr. CoMMISSIONER: Mr. Travers is making a note of these. 

Mr. Hopeins: Yes, you make a note to show why page 48 was so treated. 

Q. Would there be any benefit in having this note of W. R. Travers for 
$55,000 instead of $55,000 in the organization account? A. Yes, it would appear 
as a loan. 

Q. Would that be valuable in making a return to:the Government? A. 
Paper under discount, yes; it would appear as a loan to customers. 

Mr. Commisstoner: It would appear as an asset instead of an outlay. 

Mr. Hopeins: There is an item of $9,100 which, so far as IJ can see from 
the accounts, was used to purchase some shares, do you know about that item (page 
23)? A. What happened there, was, Mr. Travers discounted a call loan in the 
head office and took over stock purchase, the stock from stockholders who had been 
paid for their stock to the bank. 

Q. That would mean $9,100 of bank money taken to buy stock? A. The 
bank held a call loan of Mr. Travers, and if he were good it woud be all right; 
if he was not good it would mean a loss. 3 

Q. Did he make the loan to himself personally? A. The bank made the 
loan to him, yes; he got the loan. 

Q. Gave his own note? <A. Yes. 

Q. What became of that stock afterwards: did the bank ever dispose of it 
and get the proceeds? A. No, it is in his name now. . . 

Q. Had he paid his call loan? A. That is a question. I have been collect- 
ing assets and applying them generally against obligations ; I do not apply it 
specifically one thing or another. 
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Mr. CoMMIssIONER: Was it paid at the time? A. No, it was not; there 
was a loan of $16,800 in the bank at the time of the failure. 

Mr. CoMMIssIONER: Mr. Travers had better take a note of these to explain 
why these stocks were got out of the way. 

Mr. Hopeins: There is another item on page 18 of $1,273.50, C. H. Smith 
in trust, he was the former secretary? A. Yes. 

Q. What is the explanation of that item? A. He is a debtor of the bank 
for $1,273, the amount being used in purchase of capital stock, according to my 
information. 

Q. Was that of capital stock before the organization or after? A. No, 
that stock was purchased, I think, just in the last year of the bank’s existence. 

Q.> By C. Smith? 3A. Yes. , 

Q@. Did he give an obligation to the bank and did they advance him i 
money or how was it done? <A. No, I think it is by way of overdraft. 

-Q. -Was he being used by the bank? A. I do not know; the information 
given to me is that he was doing this of his own initiative. 

(). He was the former secretary? A. Yes. 

Q. And is now in Vancouver; that appears in an overdraft used for the pur- 
pose of purchasing stock. 

Mr. CoMMISSIONER: Is not there some mistake about that; Smith went out 
of the bank before the permanent organization. A. Yes, he was secretary of the 
provisional directors. 

Q. It must have been during that time it was done? A. No, he was in 
Toronto here in 1910; he borrowed money from the bank in 1910, and the informa- 
tion I have is he used it to purchase stock on the market. 

Mr. Commissioner: I thought Travers and he were not very friendly? A. 
Not about November, 1906. | 

- Mr. Commissioner: After he got his $1,800 I do not see how Travers would 
be much more friendly? 

Q. That overdraft arises in the last year. 

Mr. Hoperns: Is it an ordinary business over-draft? A. To all appear- 
ances it is, but the statement is made to me that it was used to purchase stock 
in the bank. 

Q. And there is nothing to represent it except this cheque? A. No. 

Q. And it is C. H. Smith in trust? <A. Yes. 

Mr. Commissioner: Did you trace the stock? A. I have no trace of 
capital stock acquired by Smith. 

Q. Why do you make it C. H. Smith in trust? A. That is the designa- 
tion of the account; there are two accounts; one C. H. Smith in trust and the 
other C. H. Smith, and on inquiry which he should have an account C. H. Smith 
in trust I was told that that was money he borrowed with which to purchase capi- 
tal stock of the bank on the market. 

Q. I would like to follow these items up on page 63; I would like Mr. 
Travers to make a particular note of these; that was McCallum and Tamlin? A. 
Defalcation. 

Q. By whom? A. By a man named McCallum, who was an employee of 
the bank, and a man called Tamlin, who was acting apparently with him, outside 
the bank. 

Q. That represented a loss to the bank of $48,402? A. Yes, net. 

Q. After the recovery—? A. Of $5,000 from the Surety Company. 

Q. Was that a straight defalcation by a local ne or whate Xo That 
is the information given to me. 

Q. What was done with the loss in the books? A. $40,000 was written 
off to Keeley Mine and there is at present in the Toronto office two notes of $10,253 
and $1,011; $21,038 is charged in the Toronto branch. 
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Q. Charged in what way, charged as a loss? <A. No, it is in the account 
there as charged against the Toronto branch. 

Mr. CoMMIssionER: That is between the head office and the Toronto branch? 
A. It is the McCallum account, yes. 

Mr. Hopeins: This first item of $40,000 is apparently charged up as an 
advance made by the Keeley Mines? A. No, it is charged in stocks and bonds, 
written off in stocks; just in the same way as the expenditures in organization 
account. 

Q. I think you explained about the stocks and bonds account, or was it Mr. 
Travers? A. Mr. Travers explained it. 

Q. That was an account opened about when; what account had been used 
previous to that? A. The Rabbit Mining had been used to a smaller extent. 

Q. What would a man looking at that account assume it meant in the way 
charged up? A. -An investment in stocks, bonds; the account was opened on ~ 
the 12th August, 1908. 

Mr. CoMMISSIONER: What account? The Keeley-J oaaees Won stocks and 
bonds account. 

Mr. Honeins: What is the date of the $40,000 being charged up to it? A. 
November 10th, 1908. 

Q. It was as early as that; as a matter of fact the whole thing .$48,402 was 
aloss? <A. Yes. ; 

Mr. COMMISSIONER: Before you go from that what connection had McIntyre 
with the matter? A. I understand, sir, that a note was taken from a man named 
McIntyre and carried in the Toronto books as a loan to customers. The account 
looks to me as though it were just simply carried so as to obviate the necessity of 
showing such a loss. 

Q. It was not a friend of Tamlin or McCallum who came in and gave his 
note? <A. The note is no good. I am told it was procured by the solicitor of the 
bank when he was cleaning this matter up. 

Q. As a security to the bank or what? A. Whether it was supposed to be 
a security or not I do not know, but the statement is made that the solicitor took 
his note in connection with this defalcation and handed it over to the bank. 

Q. And what was Tamlin’s note? A. The Tamlin note is just the same. 

Q. Is that one of these men McCallum and Tamlin? A. Yes. 

Q. What has become of McCallum? A. McCallum is said to have gone to 
Owen Sound where he is employed in a furniture business up there. 

Q. Was this all kept secret, this loss? A. No, McCallum was prosecuted 
in the Police Court when I think the loss was shown to the extent of $8,000 or 
$9,000 and he went to jail I think for three years. The full extent of the loss was 
not disclosed by the bank; I think it was made to appear about eight or nine thou- 
sand dollars. 

Q. -What was his position? A. Paying teller. 

Q. In Toronto?. A. Yes. 

Q. How did he get hold of so much money to steal? A. Mr. Travers, I 
think, will have to explain that to you, sir, I cannot tell you; this is just a record 
of what appears of that transaction according to the books. All I know is I made 
inquiries about McCallum and about this McIntyre note and this Tamlin note and 
I was told they were taken at that ime. They are no good. I do not think I ever 
got any very fair statement as to why they were taken excepting for the purpose of 
cleaning the matter up. 

Mr. Hoperns: The next item on that page 63 is the Toronto office over- 
draft, under the head of W. R. Travers, $6,129? A. That is a withdrawal; his 
current account was over-drawn to that extent. 


Q. The next four items we have heard of before? A. Yes. 
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Q. Those are as I understand it, items withdrawn by Mr. Travers and 
charged to these various accounts? A. That is what I understand, yes. I think 
we have spoken about all these things. 

Mr. ComMMIsIsONER: Keeley Mine we have not got that, $125,000? A. I 
think that was mentioned yesterday, $90,000, $20,000 and $15, 000, totalling 
$125,000? 

Mr. COMMISSIONER: What has Travers to do with that? 

Mr. Hopeins: These were just moneys which according to the evidence yes- 
terday he took; you will find them on page 73. You remember he said he bor- 
rowed that $90,000 against his stock in the mine. 

Mr. COMMISSIONER: The whole $125,000 is made up of different items. 

Mr. Hoperns: Yes; this $125,000 is made up of the following: With- 
drawals: $90,000, W. R. Travers, charged to Keeley Mine Stocks and Bonds; and 
two items above $15, 000 and $20, 000. 

- Mr. CoOMMISSOINER: I do not see; the appropriations here ef $125, 000 are 
made up of five items? A. These items make up the $90,000. 

Q. Drawn at different times? A. Yes, that $15,000 is represented by 
Keeley Mine note here and $20,000 is represented by Keeley Mine note here; and 
that $40,000 was represented by a Keeley Mine note until such times as it was 
charged to stocks and bonds. 

Mr. Hopeins: As against that, cash recoveries, and what you expect to 
recover, that is further recoveries expected, $32,000 has not been received yet? 
A. No. , 

Q. Looking at it at the date of failure, I suppose the $166,733 would be the 
debit against it; you have recovered $45,750 and you expect to get more. Is that 
out of the realizable assets? A. And bonds. 

Mr. CoMMISSIONER: What are those securities for those items or things you 
got from Travers afterwards? A. I got $25,000 from one guarantee Co., and I 
have sold real estate in Toronto and Maitland and realized on some small accounts. 

Q. How did you get that property? A. He made an assignment to me and 
practically the bank is the only creditor. The Guarantee Company would be a 
creditor for what they paid but we made a settlement and they waived their claim. 

. What is the next one, dividend account; appropriations not justified 
$2,008; left unpaid dividends, $280—$1,728 ? A. That is in regard to dividends 
and so far as I can see there is about $1,700 dividends paid out in excess of what 
the stock outstanding at the time warranted. 

Q. Can you trace that? <A. No. 

Q. Improperly paid dividends according to your view. 

Mr. COMMISSIONER: How did you arrive at that? A. There is an account 
further on, page 64. 

Mr. COMMISSIONER: They paid on a less amount than the ledger showed, 
according to this; they are all less. 

Mr. Hopes: The capital stock payments are all less than the ledger 
showed. , 

Mr. Commissioner: If they paid a dividend upon smaller sums—? A. 
The ledger shows capital stock paid up in excess of what it actually was. 

Q. And the dividend was paid on what the ledger showed? A. Yes. 

Q. That is misleading? A. I see it is there, but what I mean is this, the 
dividend was paid on the ledger statement. 

Q. You had better make that alteration now, “ Dividends paid upon basis of 
capital stock payment as shown in ledger” ? A. (Alteration made accordingly 
on page 64). 

Mr. Hopeins: Q. The next item will be Beattie Nesbitt charged to Keeley 
Mine Stocks and Bonds $5,000; that is the item spoken of yesterday as being paid 
to him to manage Wishart? A. Yes. 
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Q. The next item is August 3rd, 1910? A. There is a payment out on the 
Keeley Mine on August 3rd, 1910. There is no information in the Toronto office 
to show where that money went. 

Q. Is there any cheque? <A. It comes this way to the head office by way of 
a charge against the Toronto office of $10,000 and I have not been able—these 
book entries are mere bald entries, you have to have the voucher behind it to find 
out what the transaction is, and I have not got it. 

Q. Can you turn it up in the ledger? A. No. 

Q. Will you turn it up? A. I will show it in the Keeley Mine Stocks and 
bonds accounts $5,000. 

Mr. CoMMISSIONER: Debited to that account? <A. Yes. 

Mr. Hoperns: It appears in the regular order? A. It will appear in the 
cash book as— 

Q. It does not seem to differ from any of the other items? A. No. 

Q. Have you been able to verify all the rest but this? A. Yes. 

Q. You do not know what became of that $5,000; it is simply charged there? 
A. Ido not know what became of it; I won’t say that the voucher was not there, 
but between the various prosecutions and one thing and another papers— 

Q. You cannot account for that? <A. No. 

Q. As to the Keeley Mine I have here agreements which were made which 
show the payments which had to be made upon the option; there is the option 
first and then the agreement whereby Nesbitt, Wishart and Travers and the 
Farmers Bank took it over. I will put those two in. From that it would appear 
that Beattie Nesbitt was obtaining an advance from Wishart of $25,000 and an 
advance from the Farmers Bank of $25,000 for the purpose of applying said sums 
such option on the purchase price of said mining property. 

_ Exuipit 65: Option dated the 18th day of May, 1908, from R. J. Jowsey 
et al to W. Beattie Nesbitt, and agreement of the 18th May, 1908, between Nesbitt, 
George Wishart, W. R. Travers and the Farmers Bank. 

Q. You have gone pretty carefully through the Keeley Mine account? A. 
J have. ; 

Q. And the Keeley Mine Stocks and Bonds account; the result is set out in 
these pages 72, 73, 74 and 75? A. Yes, that is correct. 

Q. How far have you been able to tell that the advances of items charged in 
that were legitimate charges for mining and mining operations and development? 
A. I can only say this that the Keeley Mine books were kept by Mr. Fitzgibbon, 
the accountant of the bank; there are vouchers apparently for all the payments of 
all the sums that went through the account, and it is my opinion that in so far as 
it goes the accounts are substantially correct. 

Q. There have been several items mentioned here that were charged to the 
Keeley Mines account that do not appear to have had anything to do with the Keeley 
Mine? <A. The money that is shown by my account to have gone to the Keeley 
Mine property I think was substantially expended on the property. 

Q. Look at those three pages, and then we can see what you refer to, page 72? 
A. The first item, $161,374 was the amount of the advance to the Keeley-Jowsey- 
Wood mine up to the time of the formation of the Keeley Mine. The next items 
amounting to $362,329 are the actual advances made by the bank to the Keeley 
Mine. Then that item of $13,883 is the amount which was on hand in tHe current 
accounts and in interest charges; showing that the actual advances made by the 
bank, direct cash advances, $509,886.95. 

Q. In the first item you gave was included the two payments, $25,000 each, 
May 29th and May 30th, 1908, by Travers as he told us yesterday? A. Yes, one 
of these is Wishart’s note. 

Q. It includes August 15th, 1908, payment of $50,000? <A. Yes. 

. And the overdrawn account shown as $61,374.31 up to December 17th, 
1908. Does that include payment subsequent to the first two fifty thousand dollars 
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paid upon the option? A. There is an item of $20,000 in there. There was 
payment made on December 15th, 1908, of $40,000. 

Q. Which would be included in that $61,374? A. There is a payment in 
there of $20,000 previously. 

Q. Included in the $61,374. 

Mr. CoMMISsIONER: Is that what he said? A. Up to December 4th there 
had been all told $70,000 according to this property account of the Keeley Mine 
paid to the vendors. On December 15th, 1908, there was $40,000 and on January 
2nd, 1909, $40,000. | 

Mr. Hopeins: That does not seem to agree with this; there was $50,000 paid 
in May, 1908, and in August there was another $50,000 paid; you speak of there 
being $70,000 paid up to December 4th, 1908? A. According to this record. 

Q. According to the books of the bank? A. The books of the bank would 
show the advances to the Keeley-Jowsey-Wood Mine. 

- Mr. Commissioner: What account are you looking at? A. At the Keeley 
Mine Ledger Property Account. | 

Mr. Hoperns: Those do not agree? A. That $30,000 might have been 
expenditures on mining in the meantime. ; 

Q: Travers has spoken of this $50,000 on August 15th, as the second payment; 
that and the other makes $100,000? A. The Keeley Mine books show only 
$70,000 paid up to that time to the vendors; the Keeley Mine property account there 
accounts for the payment of the $300,000 to the vendors. Without an examination 
of the vouchers I am not able to give you the allocation of those payments. 

Mr. CoMMissIoNER: What is the “2” in front? A. That is two million 
dollars of capital stock that was issued, two million dollars was the capital stock 
that was issued in purchase of the option. 

Mr. Hoperns: $70,000 the cash payment? A. Yes, according to that book, 
on the property. 

Mr. CommMiss10oNER: ‘This starts with the new concern? A. This starts out 
of this other book which is the inception of that. This is really a cash journal. 


- There is the item. 
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Mr. Hopeins: Have you the Keeley-Jowsey-Wood books here? A. I think 
we have one or two of them. 

Q. They spent about $160,000 a year, 1908, 1909 and 1910? A. I never 
calculated it. 

Mr. Comisstoner: I do not see how they agree? A. ‘This is a statement 
of advances. Here it is. Bills payable transfers from Keeley Mine, there is 
$100,000. 

Q. But it was not bills payable? A. Yes, Keeley-Jowsey-Wood Mine had 
issued bills to the extent of $100,000 which were discounted in the bank; and they 
showed according to their books on that date an overdraft of $59,513—$159,513. 
The difference of two thousand is interest I take it. That money was expended this 
way; buildings $10,786; freight, these other items in here $29,000; operating 
$52,000; Nesbitt $77 property account $70,000—that two millions that five hun- 
dred dollars make‘up this two million five hundred thousand dollars; I think the 
thing is all accounted for. 

Q. Do these payments seem to be regular and properly made? <A. There 
are vouchers for every payment; I cannot say whether they are all correct, but I 
think they are very little astray. 

Mr. Hoperns: That makes a total advance voucher for apparently legitimately 


of $509, 886. 95? A. Yes; sir. 


Q. Give the amounts charged up to the Keeley Mine which you cannot 
denominate as legitimate charges? A. Here they are. 

Q. Can you give me the total of them? A. They amount to about $248,391. 

Mr. ComMissionER: That is, these payments are not properly Keeley Mine 
payments? A. Yes, sir; pardon me, that includes $118,000 of interest. 
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Mr. Hoparns: I was going to ask you about that. The $509,000 does not 
include interest? A. No. 

It means actual money paid? A. Actual cash without any interest at all- 
Then on page 73 there is an item of $118,370 of interest? A. Yes. 

Is that account in the bank books as charged to this account? .A. Yes. 
And carried earned interest on an investment? A. Yes, that is $118,000. 
And is so used in the statements? A. Yes, carried to earnings. 

Then comes the item that we have already discussed with Travers, amount- 
ing to $125,000, and the payment to Beattie Nesbitt December 14th, 1908, of 
$5,000 ? A. That is right. 

Q. Those are the three classes of items over and above what you call legitimate 
payments of cash on account of the Keeley Mine? A. Yes. 

Q. From the Bank’s standpoint what do they hold for that? A. They held 
at the time of the failure call loans at $300,000. 7 

Q. What are those? “ A. ‘Loans subject to call. That was apparently issued 
against the $500,000 of Treasury stock that apparently had. been hypothecated to | 
the bank. 

Q. Who was liable for those call loans? A. The Keeley Mine Company. 

Q. Asacompany? A. Yes. 

QO- “No one else rc + Av No: 

Q. Current loans? A. $250,978.70, that is in the head office. In the 
Toronto branch there were $75,000 of current loans against which there were credits 
to the company’s account of $7, 720.85. 

Q. You have spoken of the call loans, current loans, the Toronto branch, 
$75,000 in Keeley Mine notes less $7,720; then there are three other items of 
$45,000, $90,000 and $5,000 which appear represented upon the books of the bank; 
what are those; what did represent those at the failure? A. This $90,000 which 
has been spoken of by Travers, there was $150,000 of Keeley Mine stock in the hands 
of the bank; Mr. Travers had borrowed $90,000 from the bank and he had handed 
over to the bank $150,000 of Keeley Mine stock. 

Q. So that—? A. It was shown on the bank’s books as an investment to 
the extent of $90,000. 

Q. $45,000? A. $45,000 interest, was charged in such form as to indicate 
that it was taken credit for as dividend on this stock investment. 

Q. Asif it had been actually received? A. Yes, 

Q. What account was that foundin? A. It was charged to the Keeley Mine 
advance account, at least it was charged to the Stocks and Bonds account, and the 
bank took credit for it as interest earned. 

Q. The next item is $5,000 item paid Nesbitt? A. That is charged in here 
into the Keeley Mine Stocks and Bonds account. 

Q. Some of those items you have given us, those three items in fact, appear 
on page 74; what is the explanation of the other items on page 74? A. The 
bank premises account has been written down $40,000, and that amount charged up 
against Keeley Mine stock. McCallum’s defalcation was charged into it. 

Q. Does that mean an illegitimate charge to the Keeley Mine in addition to 
those you have told us of? A. What TI have told you of previously were straight 
advances by the bank to the mining company; these charges I am now mentioning 
are in respect of moneys paid out for different things and charged up against this 
stock which the bank got in the Keeley Mine, Limited. 

Q. From whom? A. In the promotion of it; its one-quarter interest. 

» Q. What other items are there apart from the three we have gone over? A. 
There is an item in here of $60,000, W. B. Nesbitt. 

Q. Explain that, that is in connection with the assignment of stock? A. 
Nesbitt was interested in two or three companies, the Hubbard Company, F. H. 
Ross Company, the Clark Manufacturing Company, and I think he and his wife © 
also owed the bank money; anyway he was the guarantor on all these accounts; the 
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bank took over Nesbitt’s interest in the Keeley Mine in liquidation of these accounts, 
these obligations giving him at the same time $5,000. 

Q. What is the amount that was represented by that? A. $60,000. 

Q. Plus $5,000? <A. No, $55,000 plus $5,000. 

Q. When was that transfer made? <A. March 28rd, 1910. 

Q.. What is the next item? A. The next item is Rabbit Mountain Mining 
Company. 

Q. What does that mean? <A. There is a debit balance to that account of 
$10,500. It arises from various charges against it; organization expense and one 
thing and another at that time; they had charged $10,500 more than they had 
given credit for by transfer to other accounts, so that they charged the balance to 
Keeley Mines Stock and Bonds Account. 

Q. Wiped out the Rabbit Mountain account and put itin this? <A. Yes. 

. Q.. What is the next item? A. Profit and loss; they took credit for $92,000 
of profit and showed them in their statement of profit and loss, charged them up 
to investment in Keeley stock. | 

Q. Then what is the next one? <A. The next is suspense account, $25,000. 
They carried a suspense account and charged items into it and out of it and this 
$25,000 is a clearing up of that. The next item is $107,500 special account, which 
arises out of Tevis and the Continental Securities transaction we spoke about. 
The next item, $45,000, is interest, general. 

Q. You spoke of that? A. Yes, a minute ago. The next item is $15,000 
in purchase of Keeley Mine stock from Crompton and from Whitney. Crompton 
has paid back since the failure of the bank the $10,000 that was paid to him, but 
Whitney has not. 

Q. Whitney is a New York'man? A. New York theatre manager. The 
next item that appears there, that payment of August 3rd, 1910, out of Toronto 
office, $5,000; that makes a total of $535,000 charged to the Keeley Mine Stock 
and Bonds account. : 

Q. Speaking in round numbers, the legitimate charges of the Keeley Mine 
are $505,000, and then there is interest? A. That is advance account. 

Q. That is legitimate advances because they went into the mine or spent on 
account of it? A. Yes. 

Q. Then there is $118,000 of interest? A. Yes. 

Q. Apart from those two items, are any of the others which you have given 
us proper and legitimate to be charged to that account? A. From my stand- 
point. That comes down to a matter of opinion, I disagree with Mr. Travers. 
Mr. Travers said he was warranted in doing this, and I say I do not agree with 
him; I do not agree with this method of charging up these profits and taking care 
of these losses. J do not think this method was proper under the circumstances 
which obtained. | 

Q. What was the method adopted? A. The method adopted was this, if 
the bank made a loss or the bank wanted to show the earning of a profit it charged 
the amount up as an investment in the Keeley Mine Stock and Bonds; in other 
words, if the bank here wanted to show a profit of $92,000 in its account it took 
credit for having earned a profit of $92,000 and showed the expenditure of $92,000 
in this stock. That question simmers down to a difference of opinion. 

Q. Does not it simmer down to this, that he was assuming the mine was 
worth a very large amount of money and consequently could stand all these losses, 
and from your point of view unless it realized them it would not be fair to charge 
them? <A. That is a risk he ran, and he lost. 

Mr. CoMMISSIONER: J suppose he ought to have waited until he realized the 
profits and then carried them to profit and loss account? A. If he had realized 
those profits I don’t think anybody could cavil very much at this method of treat- 
ing this; but he was anticipating. 
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Mr. Hopeins: The Keeley Mine itself appears to be responsible for the 
$505,000, and perhaps for the interest charges? A. For a large portion of the 
interest. 

Q. But so far as the other items are concerned, they arise out of different 
transactions and have only been gathered together in the Keeley Mine account 
because they thought that account would ultimately make good a profit sufficient 
to wipe them out?, <A. That is the idea. 

Mr. CoMMIssIONER: It is treated as an investment in the stocks and bonds 
of the Keeley Mine to an equivalent amount? <A. That is it exactly; it is treated 
as an investment in this stock. 

Q. Stock and bonds? A. It is called. stock and bonds account, but it was 
really stock. , 

Mr. Hopeins: There were no bonds issued except those that the Trusts & 
Guarantee Company got? A. The bonds were pledged for the obligation owing 
to the bank; the bonds were pledged nae advances, the stock was used to take 
up these losses. 

Q. They might just as well ee charged those additional items to John 
Smith or Tom Brown if they thought he would make good and pay the bank that 
money? A. Mr. Travers has given you his reason; he had that stock and he. 
charged that to it. 

Q. I do not think it would be fair to assume that the bank had put all that 
money into the Keeley Mine; it lost it in various ways and then put it in the 
meantime into these accounts, till the Keeley Mine could make good; in which 
case they would have appropriated the profits in the Keeley Mine to wipe those 
out; does that appear to be the case? A. The bank made these losses, expended 
these moneys, charged these expenditures as investments in this stock, stock which 
it had got for nothing; it anticipated making a profit out of this stock; it did not 
make the profit and therefore— 

Q. The original amounts that are charged there had nothing whatever to 
do with the Keeley Mine? A. No. 

Mr. CoMMISSIONER: Supposing he had adopted another course and treated 
this stock as being of the value of half a million and credited that to his profits, 
would not it have come to the same thing? A. Yes, in the end. Yes, because 
he would then have. had to have written the stock off when it was ultimately 
realized. 


The Commission adjourned at 4 p.m. to 11 a.m. to-morrow. 


Toronto, May 29th, 1912. 
The Commission resumed at 11 a.m. at Osgoode Hall. 
GEOFFREY TEIGNMOUTH CLARKSON, Examination Continued :— 


Mr. Hopeins: You were discussing the Devean and Menzie transaction yes- 
terday and you have prepared a little statement dealing with it? A. Yes. I~ 
wanted to explain that thoroughly; I was a little bit confused about it yesterday. 
* I have given you a memorandum. I will tell you the exact course of the transac- 
tion; if you look at page 39 of the report-(of Exhibit 63) you will see securities 
on hand $20,027, and added in the total capital stock the total of $291,310 is 
the capital paid up on November 26th when it was organized. That means that 
Devean’s capital stock was shown as paid up out of moneys borrowed by Travers 
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from the Trusts & Guarantee Company; in other words, he allocated $20,000 of 
that money in payment of this Devean stock. 

Q. Do you mean giving him the Dominion Permanent stock to the good as 
_ well? A. I mean to say he borrowed $20,000 from the Trusts & Guarantee Com- 
pany and he allocated that as cash received in payment of the Devean stock. 

Mr. CoMMISSIONER: He gave the Trusts Company as security for that the 
Canadian Savings stock that he got from Devean? A. Yes. In March, 1912, 
- when he paid the Trusts Company loan off, that was equivalent to the return of 
this cash which was presumably held by the bank in payment of that stock, but 
instead of charging it to capital stock he charged it to organization account, then 
he had the stock to the good, but the Devean capital stock not paid. He credits 
that $20,000 to organization account to offset the payment of $25,344.80 paid to 
the Trust Company. 

Mr. CoMMISSIONER: Perhaps you would explain at that point what accounts 
for the difference between $20,000 and $25,344? A. There is the $2,380 of the 
Laidlaw and there is $1,400 bonus and interest for the balance. He did not put 
through that entry, however, crediting the organization account with this $20,000 
of Devean stock until the time of the Menzie transaction. At that time Menzie 
had given a note for $40,000, which was discounted in the Toronto branch; he 
split that, allocating $20,000 of these proceeds to take the place of the Devean 
securities which were handed back to Devean, and the other $20,000 he added to 
capital account; increasing it. That is the transaction. 

Mr. Hoperns: What was the object of doing the transaction in that way 
from his point of view? A. I do not know, excepting this, it was irregular to 
put it into the organization account, but it only made a difference of $5,344; $2,300 
of that was the Laidlaw amount, and the balance was interest and bonuses. I 
suppose the interest and the bonus was the cost of carrying this deal through. 

Mr. ComMMIssionER: If he had taken it off the capital account, reduced the 
capital account, that would interfere with his circulation to that extent? A. It 
would have reduced his circulation. 

Q. That probably was the object? A. He would have reduced the circula- 
tion, but if he had done that there would have been no reason why he should 
not have put back the $20,000 at once; it would have reduced his right to circu- 
lation $5,344. 

Q. Only? A. Yes, only. 

EXHIBIT 66: Memorandum re Devean and Menzie transaction. 

Mr. Hopveins: Q. There was a transaction in Syracuse, New York State, 
in reference to the proposed buying of control of the Mutual Life Insurance Asso- 
ciation? <A. Yes. 

Q. That transaction such as it was fell through? A. The purchase was 
not completed, no. | 

Q. What was the loss on that transaction of the bank? A. $15,000. 

Q. And that amount only? A. That is so far as I can ascertain. 

Q. I do not want to go into it, but perhaps it would be just as well in a 
general way to say what it was and how the loss was occasioned? A. As I under- 
stand it, the bank had given a deposit receipt for $150,000, a non -negotiable re- 
celpt ; the receipt was negotiated and the proceeds of sale were divided as far as I 
can find out amongst a number of people, amongst whom was John Tevis that we 
have heard of. The New York Insurance Department stopped the transaction and 
compelled the re-payment of all the money but $15,000 which Tevis had. secured. 
This is as I understand it. To get back its deposit receipt and to prevent the 
transaction being carried further, at least the proceedings by the New York 
Insurance Department being carried further, the bank loaned Tevis $15,000 on 
some mining stock now worthless and issued to a bank in Syracuse two deposit re- 
ceipts amounting to $15,000 which were subsequently paid. 
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Q. Do you remember what mining stock they loaned on? A. Big Vein 
Copper Co. 

Q. Is that worthless now? A. My inquiries indicate it is. 

Q. That is the transaction that is detailed in the Return to Parliament as I 
understand it; there is a good deal of correspondence from Superintendent Hotch- 
kiss and Mr. Charles Hughes with the Finance Department, that is really the same 
transaction is it not? A. Yes, that is the transaction referred to. 

Q. It begins with a letter dated January 11th, 1910, from William H. 
Hotchkiss, Superintendent of Insurance to the Finance Department, and Charles 
Hughes was sent by the Insurance Department and that is all detailed in the 
printed memorandum and it had a good many ramifications, but the net result to 
the bank as you find it was this $15,000? A. A loss of $15, 000. 

Q. It was said that Travers took actual circulation with him over to race 
was that returned? A. The evidence given was to the effect that $150, 000 was 
taken over and returned. 

Q. When you say the evidence, do you mean the evidence taken by the In- 
surance Department of New York State? A. Yes, I think there is a copy of 
_ the evidence in one of those books and the information given to me by Mr. Travers 
and Mr. Fitzgibbon. 

Q. It was returned; you do not find any such loss in circulation? A. No. 

Q. Which would indicate anything incorrect in that? <A. No. 

Q. When was that loan made to Tevis; the correspondence begins in Jan- 
uary, 1910? A. I will have to get the call loan register. 

Mr. ComMisstoner: Is that - very important? 

Mr. Hopverns: I do not think so. A. I can tell you by reference to the 
call loan record. 

Q. There is nothing else that calls for comment in connection with that 
transaction from your point of view? A. I think not, Mr. Hodgins, that is the 
ultimate result to the bank; this call loan would have been made at the termina- 
tion of these proceedings in connection with it; it is not at the initiation. 

Q. Does Tevis appear in any other transaction than what you have given 
us? A. Tevis appeared in that capital stock transaction, the purchase of 
$115,000. 

Q. Are those the only two transactions? A. Yes. Of course Tevis was 
mixed up with the Knabes of New York and Baltimore, and the Knabes while it is 
a different transaction still there was a relationship generally between the bank 
and that crowd. 

Q. Are the Knabe’s liable in any way to the bank or alleged to be liable? 
A. Yes, they owe the bank between $80,000 and $90,000. 

Q. How did that arise? A. The bank loaned them money. 

Q. On what? A. The bank loaned them money and took as security their 
direct obligations and some notes of a man called Barnsdale, of Pittsburg, and a 
concern called the Manhatten Securities Co. of New York, and it was also claimed 
that this Tevis capital stock in the bank really belonged to the Knabes. 

Q. Are they the piano people? A. Yes. 

Q. Were they members of the American Piano Co? A. They were, and I 
understand they were the promoters of it or connected with the promotion. of it. 

Q. What was the dealing that this bank had with these people in the United 
States which resulted in the loss of $80,000 or $90,000? A. The explanation 
given to me is that they were regarded as people of responsibility, that they wished 
to purchase the control of the Federal Life in Hamilton. They approached the 
bank and the bank made two loans to them aggregating $100,000 and issued 
deposit receipts for varying amounts which the bank subsequently was called upon 
to pay. 

Q. I find a letter and the papers from Mr. Hunter to the bank advising that 
it was illegal to issue deposit receipts for that purpose; that appears among your 


3 FARMERS BANK INQUIRY | 385 
SESSIONAL PAPER No. 153a 


papers; as a matter of fact do you find records of deposit receipts being issued? 
A. To the Knabes? 

Q. Yes? <A. Yes. I do not understand that. Loans were made by the 
bank to the Knabes. 

Mr. CoMMIsSIONER: You do not understand how that could be ultra vires? 
A. No, it was an ordinary banking transaction; they made the loan and issued 
the deposit receipts in satisfaction of the proceeds. 

Q. Ie may have got the idea that they were buying the Federal Life? A. 
I think that refers more to that, the deposit receipts being issued in purchase of 
Federal Life stock. ) | 

Mr. Hoperns: What security did these Knabes give for this loan? A. I 
was instructed when I first went into the bank that the bank was supposed to hold 
an option on certain Federal Life stock. As a matter of fact it turned out that 
that option was not held by the bank, it was held by another party in town here 
who had advanced money to Knabes. The only security therefore the bank held 
was their own personal responsibility and the responsibility of Barnsdale, of Pitts- 
burg, who I think expended somewhere about $25,000 and the Manhatten Secur- 
ities Co. of New York to a similar extent. The Manhatten Securities Co. is worth- 
less, we exhausted its responsibility and collected two or three thousand dollars. I 
think we have collected from Barnsdale about eight or nine thousand dollars and 
have an action pending against him in Pittsburg. 

Mr. Commissioner: Any hope from that? A. I think so, sir, but it won’t 
come up for a year and a half; the lists are congested there and it will take them a 
year and a half for the case to be brought to trial. We issued the writ over a year 
ago. Against the Knabes we issued a writ in Baltimore. 3 

Q. That is not worth much? <A. No, I got an offer of $10,000 in satisfac- 
tion of their obligation which I would not take. 

Q. What was the bank getting for taking that; it would be a pretty big 
transaction; was it to get simply interest or a big bonus? A. No, interest, 
simply interest; but I understand what it had in view was it would get-substantial 
deposits if it helped these people in buying this company, it would reap its reward 
in deposits. ; : 

Mr. Hoperns: That is if it bought the Federal Life the premium income 1s 
large, it would all pass through them? A. The bank would get substantial 
deposits. ‘ 

Q. A very good class of business to do? A. It is a high class company. 

Q. What was the motive of the effort to get control of the People’s? A. I 
think the same motive; well, this is the explanation I have; this deposit receipt of 
$150,000 was to be issued in purchase of the controlling interest in the People’s 
Life which was then to turn around and buy $150,000 of the capital stock of the 
bank, returning the deposit receipt in payment. That would mean in the ultimate 
that the bank would have sold $150,000 of its own capital stock, having it invested 
in the People’s Life stock. 

Mr. ComMiss1IoNeR: What was the stock in the People’s Life worth? A. I 
do not know that; I did not follow that deal any further. 

Q. You do not know whether it was a solvent concern? A. I do not; I 
presume Mr. Travers can tell you more about that. 

Q. Was the idea to bring that over here or to operate the company in New 
York State, this People’s Life is a New York corporation? A. Yes, a New 
York-Syracuse corporation; I do not know what the idea was. I understand the 
idea was to get out $150,000 of Farmers Bank capital stock. 

Q. At par? <A. There is a statement in the folder there, but I did not 
follow up the details. 

Mr. Hopnains: You have the evidence taken by the State Department, I 
think I have seen it here? A. Yes, I take it to be a copy of evidence given by 
Mr. Travers before the State Department. 
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Q. And others? A. Yes. 

Q. They held an investigation into it? A. Yes. | 

Q. This is a letter from Mr. Hunter dated the 30th June, 1909, to Mr. 
Travers with regard to the Federal Life. In this matter I have carefully con- 
sidered the proposition made on behalf of Mr. Knabe, that the Bank should assist 
him and his associates in purchasing the control of the Federal Life for a sum of 
$334,000 by making an advance to Mr. Knabe either in money or by deposit 
“receipts of the Bank to the amount of $200 to $300,000. A bank deposit receipt 
certifies that the holder has monies to the amount named in the receipt to his credit 
and the bank is accountable therefor to the holder on a certain length of notice. If 
the Bank were buying securities or lending monies on securities, it seems to me, the 
bank could legitimately issue deposit receipts for the amount of the purchase money 
or the amount of the loan; but where the purpose of the deposit receipt is to assist 
a third party in borrowing from some other institution, in my opinion the issue of 
the deposit receipt by the bank would be a grave violation of the law. It is also 
suggested that the bank might borrow in New York the monies necessary to make 
the advance to Mr. Knabe. As already explained to you in our interview in the 
presence of Mr. Knabe, in my opinion, such a course would be unlawful. I under- 
stand that Mr. Knabe as a large shareholder of the bank is entitled to every con- 
sideration, but in asking the bank to undertake a transaction of this magnitude on 
the security proposed seems to me to be beyond anything that he has a reasonable - 
right to expect. 


“Yours truly, 
W. H. Hunter.” 


“P.S.—The proposition that the Bank lend Mr. Knabe some of the bank 
securities to assist in this operation is of course completely out of the question. 


Wi. eke Eh? 


Q. What was done according to the records was the issue of a deposit receipt 
wasit? A. The loan made to Knabe of the $100,000 thereabouts and the issue of 
a deposit receipt apparently in satisfaction of the proceeds. 

Mr. CommissionER: Instead of paying him cash? A. They gave the 
deposit receipts. That did not appeal to me as being improper, 

Mr. Hoperns: Is Mr. Hunter right in saying Mr. Knabe is a large share- 
holder. of the bank? A. I am told the Tevis stock was really held in trust by 
him for Knabe; I have seen no actual evidence as to that. 

Mr. CoMMisstoneR: What was this man Knabe doing, getting out of the 
piano business to become a speculator or a promoter? A. I understand that 
he and his brother had two or three million dollars on his father’s death, and that 
he speculated it all away until he is insolvent. 

Q. This is one of the schemes? A. Yes; he has probably gone into a num- 
ber of things like that. I do know, he was in a surety company in Baltimore, which 
had a very bad failure and I have a detailed report somewhere or other. 

Mr. Hoperns: About the deposits-of circulation with the Trusts & Guarantee 
Company, you have gone over that account pretty carefully in great detail? A. 
Yes. 

Q. Practically from day to day since it began? A. Yes. 

Q. Ido not know whether you have any short abstract of it which will illustrate 
the situation? A. I have a statement giving the daily balances. 

Mr. Commissioner: Does that differ at all from the statement that has been 
made that they deposited at first $1,000 a day? A. It does not differ. 

Mr. COMMISSIONER: What is the use of it? 
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Mr. Hopeins: I am accepting that, that is just what the facts show in this 
book; I want to get Mr. Clarkson’s view of the result of that in point of view of the 
bank as a loss to the bank? A. I regard it as an improvident transaction. 

Mr. ComMIssIioNER: I would like Mr. Clarkson to give his reasons for that, 
because it does not strike meso? A. I will illustrate that. I will give you a date 
where there is a balance in favor of the Trusts Company to the extent of $11,000. 

Q. That is taking the two accounts? A. Yes, the bank had on deposit with 
the Trusts Company at that date $170:000 on which it was drawing no interest; 
$25,000 of that $177,000 had originally been loaned to the Trusts Company at 75% 
before it was put into the circulation account where it drew nothing. That left 
the amount arising out of deposit circulation, $145,000. Mr. Travers gave evidence 
here the other day to the effect that of the deposit of circulation the amount out 
from time to time would be about $25,000 unredeemed; I think that is about right. 
Deducting that, that would leave the bank as having redeemed the $120,000 of that 
circulation ; so that for its deposit of $170,000 with the Trusts Company the bank 
had paid out legals and gold for the $25,000 which it had originally loaned to the 
‘rusts Company for the $120,000 which it had redeemed, circulation which it had 
redeemed through the Clearing House, that is to say that $145,000 out of that 
deposit of $170,000 was actually legals and gold which the bank could have taken 
to the Bank of Montreal or any other bank and deposited at 3% and gotten at the 

rate of $4,200 a year on. 
: Mr. Commissioner: I do not follow that. A. The deposit on that date 
was $170,000 ; $25,000 was a loan originally advanced at the inception of the account. 

Q. Leave out for the present that—A. That makes $145,000 arising out of 
circulation. That circulation was being put out by the Trusts Company and coming 
back into the bank all the time and the bank was receiving it through the Clearing 
House in legals, in actual gold or in legals. 

Mr. Hoperns: The point is how was it doing that? A. It was taking it 
out of the deposits of other customers, that is how it was getting it. 
| Q. This deposit that you speak of of $170,000 was the aggregate of $1,000 a 
day roughly speaking? A. Exactly. 

Q. They had mounted up to that? <A. Yes. 

Q. In the meantime the Trusts & Guarantee Company was paying it out over 
the counter and it was coming back? A. Yes. 

Q. But when it came back to the bank Mr. Travers says they re-deposited it? 
A. They redeemed that circulation through the Clearing House. 

Q. I understood him to say that the volume outstanding at any time would 
not be more than $25,000, and that would be going around and around in circula- 
tion, although in the books it would accumulate? A. Yes, but they had to pay 
out $145,000 of circulation. 

Q. But the point Mr. Travers made was that that was not all different cir 
culation, that it was $25,000 so to: speak, re-deposited week by week or month by 
month? A. No, what I understood from Mr. Travers and what was the fact is, 
that of the circulation deposited with the Trusts Company there would be $25,000 
out with the public and that the remainder would be coming in through the Clearing 
House and redeemed by the bank. 

Q. Why do you say that is the fact, are you speaking from the books? A. 
No, you cannot speak from the books; I mean as to general experience as to the 
average length of time that circulation remains out. 


Q. Would it not be possible to have made that account up to that amount if 
Mr. Travers’ theory is true that about $25,000 was circulating around from time to 
time, first from the bank to the Trusts Company and then to the public and then 
back through the Clearing House to the bank and then re-deposited to the Trusts 
Company? A. That would have been all right, but you must remember that 
every time that money came in from the public through the bank the bank had to 
pay gold to the public for it, so that I say that out of this deposit of $145,000 allow- 
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ing that that was a mere circulation of $25,000 currency—and that is about correct, 
because there are about 25 days a month— it still left the bank had paid out in 
gold to the public $120,000 in returns of its circulation as it came into the bank 
from time to time; what I say is that that $120,000 in gold which the bank had 
paid to the public in payment of these bills which it got back and then put into the 
Trusts Company again, it could have taken to any other bank and deposited at 3% 

Mr. Commissioner: Or lend it to customers at six and seven? A. No, 
that would hardly be fair to go so far as that, because the bank had to keep a reserve 
and the reserve had to be with some depositary where they could go and get legals. 

Mr. Hopeins: Are you taking this into consideration that every time they re- 
deposited this $25,000 they would get from the Trusts & Guarantee Company legals 
or a cheque on ‘the Bank of Montreal to produce legals? A. No, Mr. Hodgins, 
there was no drawing against this account, except by way of reducing balances 
equally until 1910 when the Clearing House balances began to go against the bank. 

Q. That is the fact I wanted to get from Mr. Stockdale the other day. That 
account began when— there is not a withdrawal in it if I remember for the first 
year? A. This account began on January 2nd, 1909, with a transfer to the 
deposit account of the loan of $25,000 made by the bank to the Trusts Company. 

Q. How long did it go simply depositing and the circulation going out to 
the public and without a withdrawal from the Trusts & Guarantee Company which 
would produce legals? A. Which would produce legals? 

A. Yes, they both described the operation as a deposit on the one hand and 
then a withdrawal on the other by cheque which would produce the Trusts & Guar- 
antee Company cheque on the Bank of Montreal, and they would go down and get 
legals for that—the statement furnished by the Trusts & Guarantee Company shows 
the first deposit was the 12th January, 1909? A. The first deposit of circula- 
tion ? . . 

Oa Ves? WA CL Da tis they, 

Q. And the first withdrawal on August 30th, 1909? A. That is not cor- 
rect; well, that was an equal reduction, the bank reducing its account $100,000 
against the Trusts Company and the Trusts Company reducing its deposits in the 
bank by $100,000. 

Q. That August 30th cheque was entered for $100,000, does that mean they 
sent a cheque down and got $100,000 in legals? A. No, it is a cross entry. 

Q. September 14th is the next, $50,000? A. That is a cross entry. 

Q. The next, December 31st, $50,000? A. That is a cross entry. 

Q. That would mean that during 1909 they got no legal tender from the 
Trusts & Guarantee Company, if 1 understand the account? A. Not that my 
investigation shows. 

Q. If they did not do that, how much circulation did they put in up to the 
31st December, 1909? <A. About $324,000 all told. . 

Q. Is that the total of the account on that date? A. No, the total of 
account was $124,000, but there had been three cross entries to the extent of 
$200,000. | 

Q. During that year, 1909, had they large balances or about equal balances 
from time to time? 

Mr. CoMMISSIONER: Have we not got all that? 

Mr. Hoperns: That account has never gone in, no. You remember, J ques- 
tioned Mr. Stockdale about it and I got from him the withdrawals, but not the 
details of the deposits, and I do not think it is necessary beyond giving the times? 
A. The account ran in varying ways. 

Q. Take the 31st December, 1909? A. On the 31st:\December, 1909, the 
Trusts Company was owed $32,000 in the ultimate balance. 

Q. That is the difference between the two sides? A. Yes, between the 
two sides. 
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Q. But not subtracting them give me the total deposits? A. The bank had 
with the Trusts Company $124,000, and the Trusts Company had with the bank 
$155,000. 

Q. During that year, do you find that the Trusts Company were getting in- 
terest, during 1909, on the balance that it had there, irrespective altogether of the 
state of the deposit account? A. It was. 

Q. Did that continue during 1910? A. Yes. 

Q. Perhaps you would look up the earliest withdrawal? A. January 14th, 
there was $20,000 there; that was actual withdrawal. . 

Q. They appear to be so from that on, unless February 11th was a cross 
entry. 

Q. Mr. Stockdale said that that part of the deposit with the bank which 
represented the Hamilton Estate was a liquidation account and the interest would 
go to the liquidation and not to themselves personally? A. I presume that would 
be correct. 

Q. If the two accounts were set off against the other and the interest was 
paid from one side, what rate would it be upon the difference between what the 
one owed— 

Mr. CoMMISSIONER: We can calculate all that; do not let us encumber the 
records with that; we know what was being paid—314%, was it not, on one side, 
and. nothing on the other? A. Four per cent on their own savings balance and 
three on the chequing account. ) 

Q. Mr. Hoperns: We have not the basis to make the calculation on? A. 
Do you mean on the ultimate balance? 

Q. Yes? A. It runs from 40 to 100%. 

Q. If Mr. Stockdale is right, that 4% on the Hamilton should not go to them 
at all, the Trusts Company would not profit to that extent? A. No. 

Q. But the bank would be paying at that rate? A. The bank paid at that 
rate. 

3 Q. It is said by Mr. Travers that this deposit of circulation and its being 

paid out over the counter by the Trusts & Guarantee Company was an advantage 
to the bank? A. JI differ with him in this way: the issue of circulation by a 
bank is undoubtedly a benefit; but if the bank issued its circulation without in- 
- terest or without charge, I fail absolutely to see how it can get any benefit. It is 
just the same, as, take yourself and Mr. Travers and myself; I owe Travers some 
money, I come to you and ask you to lend me your promissory note and you do, 
and 1 credit you in my books as my creditor for $1,000, and I give you a promis- 
sory note to Travers. Travers comes to you and asks you to give him gold for 
it; how do you make any money out of the transaction? That is exactly what 
happened. There is this merit in the transaction that he was able to go and get 
legals there when he wanted it, but he might just as well have gone to any other 
bank and got them. That is my opinion and it may differ from Mr. Travers, but 
I am strongly of that opinion. 

Q. I think probably Mr. Travers and you really agree; was there any benefit 
in 1909 in having this circulation deposited with the Trusts & Guarantee Com- 
pany: irrespective of its issue altogether, to enable them to show that the Trusts 
& Guarantee Company owed them that amount? A. It showed in their returns 
to the Government as a reserve; it showed as “other assets”, but it was under- 
stood it was a reserve. 

Q. There was an advantage from the banker’s point of view in doing that? 
A. There is always an advantage in showing there is a quick reserve there. 

Q. I think we have got this far, that admitting that to be so, the advantage 
would be gained altogether by the deposit with the Trusts & Guarantee Company 
and that its handing out the circulation would be no benefit at all, because it would 
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come back immediately and have to be dealt with? A. It would come back; 
] think on the average they calculate about five weeks. 

Mr. CoMMIssIONER: That is what Travers said? A. Circulation is out for 
five weeks. If they had put it out at interest it would have been one thing; lend- 
ing it without interest destroyed the benefit. 

Mr. Hopeins: To sum it all up, what is your idea as to why this device was 
adopted? A. I do not know; I can only give you an opinion. The Trusts Com- 
pany deposited heavily with the bank, and it may be that it deposited in these 
large sums because it had a heavy deposit from the bank and it was a profitable 
transaction to it; it was earning a large amount of money on this thing when it 
was practically being given the wherewithal to make the deposit; that is the way 
I look at the transaction, and I instructed my solicitor that J deemed myself en- 
titled to receive from the Trusts Company interest on this account; whether I have 
a legal right to it is another matter. 

Q. Just to wind up the Trusts & Guarantee, you paid their entire claim? A. 
Under an agreement merely; it is to be without prejudice to our rights, and they 
put up certain securities which are lodged in the Bank of Montreal. 

Q. You paid off their entire claim as you found it at the date of the failure, 
the agreement being it should not prejudice your ee A. No, it should not 
prejudice our rights. 

Mr. CoMMISSIONER: * To the extent that $25,000 was always out, surely that 
was a benefit to the bank; they had that much paying no interest upon it while 
it was out? A. But the bank were getting nothing for it. 

Q. Was it not a benefit to have their bills in circulation advertising the bank? 
A. From an advertising standpoint, yes; not otherwise that I can see. 

Q. They were paying no interest upon it; it was costing them nothing. A. 
Costing them nothing. 

Q. To the extent of the circulation that was out? A. Costing them nothing 
until they came to the point of redemption. 

Q. In other words, practically what you mean, apart from that $25,000 that 
was always in circulation they were lending the balance without interest to the 
Trusts & Guarantee Company? A. Yes, sir. 

Q. That is your proposition? A. Yes. 

Q. I do not quite understand how you can make this large interest, 40 to 
100%? A. I give you how I arrive at it; we will take here as an instance, De- 
cember, 1909; the balance was $31,000 in favor of the Trusts Company. The Trusts 
Company were receiving 4% on $120,000, that is at the rate of $4,800 a year; and 
3% on $77,000, that is at the rate of $2, 300 a year; that would represent $7, a 
a year on an ultimate difference of $31,000. 

Q. You are taking one of the worst cases? A. No, not the worst case. E 
will take the worst case. The bank was owed $18,000 by the Trusts Company; the 
Trusts Company owed the bank $218,000 and the bank owed the Trusts Company 
$200,000; the bank was paying interest on $200-000 and the Trusts Company 
nothing on $218,000, and if interest were calculated on that the rate run into a 
large figure if you take the ultimate balance. 

Q. You get at the figure by computing DOR 3% which you say the bank 
would pay on these deposits? <A. Yes. 

Q. You can get exactly what that was? A. You can get exactly the ratio 
per day. 

Mr. Hoperns: You have tabulated very carefully there the daily balance so 
that if it is of any interest to anybody to get the exact figures from time to time 
you make it up? A. I tabulated this for the purpose of that litigation we had 
with them. 
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Q. I would like to go over some special matters with you; in the first place, 
you, I suppose, have not been able to make up that statement I asked you for yes- 
terday? A. No, that will take us four or five «days. 

Q. Iam going to ask you to add something to that just at the same period; 
dealing with the circulation itself you have the amount that was outstanding at 
the time of the failure? A. Yes. 

Q. How much was issued altogether, how much was used altogether and put 
into circulation? A. During the life of the bank? 

Q. Yes? <A. I cannot remember that. 

- Q. You have the amount that was printed? A. The amount that was 
printed was $825,000. 

. And the amount that was on hand at the time of the failure you have 
$286,635? <A. Yes. 

Q. And was what was printed all out, all extent and would have to be re- 
deemed if presented? A. No, that $825,000 of circulation that was printed, 
there was I think $275,000 in the Toronto office and then in each of the branches 
there was a certain amount of circulation on hand in the teller’s boxes. 

Q. You are giving them credit for that; I am asking you if the difference is 
all out and liable to come in? A. Now? 

Q. Yes? <A. At the time this statement was prepared there was $405,000 
of circulation out in the hands of the bank in the country; at the time of the 
failure there was $538,360 of circulation outstanding. 

Q. That would be a first charge on the assets then? <A. Yes. 

Q. And you have redeemed this $132,000? A. I redeemed more than that, 
it is down to about $340, 000; I have eee about $200,000. 

Q. You are paying from time to time as NOU te That is the first thing 
I pay, whenever I get any money it goes out in circulation, because it is interest- 
bearing. 

Q. In the statement I have asked you to prepare could you indicate at the 
_end of each year the amount of circulation outstanding, is there any way of doing 
that? A. No, the monthly returns to the Government would give you the cir- 
culation each month. 

Q. You have not those monthly returns? A. Yes. 

Q. The monthly return at the end of December of any year would show the 
amount of circulation then out? <A. Yes. 

Mr. CoMMIssioNER: If the return was correct? A. Yes. 

Q. Have you verified them? A. No, I have not verified the monthly 
return but I do not believe it could be out; it was right when I went in here and 
it was checked over by the Bankers’ Association from time to time. 

Mr. Hopcins: You are getting me a statement of the capital stock paid up 
at the end of each year and I would like to see the amount of circulation then out- 
standing at the end of each year? A. You understand the bank is required to 
make a return to the Canadian Bankers’ Association monthly of the circulation 
outstanding; they would have all those returns for every month. 

Q. When you are making up a statement it would be convenient to have that, 
because that would show the amount they had in paid up capital and the amount 
they had outstanding in circulation? A. That raises two or three issues; am I 
to treat this Tevis loss as a loss apart from capital or deduct it from capital ? 

Q. You are just to use your own judgment as long as you so state that you 
have either included or excluded that. I think you gave me the total amount of 
capital stock paid up as $552,000 and if the Tevis loan was counted in it was only 
$532,000? <A. I can give you a statement that will be pretty nearly correct, but 
I cannot vouch for its absolute correctness from time to time. — 

Q. I only want it as near as you can get it each year? A. I will get that. 


Mr. CoMMISSIONER: Where is this circulation? A. There is an agreement 
standing between the various banks under which it is in the hands of Mr. Hender- 
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son of the Bank of Toronto and myself as trustees, and lodged in the Toronto Gen- 
eral Trust Company. 

Q. How much is there? A. There is about $340,000, $320,000. 

Q. Surely some of it is lost and will never be presented for redemption ? 
A. There will be some of it, but we never can tell that. 

Q. Have they got bills to the amount of—? A. $320,000. 

Q. What is the difference between that and the amount outstanding? A. 
There is about $15,000 to $20, 000 that has not come in yet; it may come in and 
part of it may never come in; but it was put there on account of an agreement 
whereby the bank reduced the rate of interest on the bills to 3% instead of 5; that 
is why that was done. 

Mr. Hopains: The amount held by the various banks amounted to $320,- 
000? <A. Yes, about that. 

Q. Are there any other holders of circulation? A. Probably $15,000 to 
$20,000 of which I have no record. - 

Q. That amount then would be $340,000? A. That is what I say is now 
outstanding. 

Q. At page 50 you give the balance which of course would be—? A. That 
is October 11th, last year. : 

Mr. COMMISSIONER: Was there any inspector for this pee A. Fitz- 
gibbon was presumably inspector. 

Q. Inspector of what? A. Chief accountant and he made some inspections 
of the branches. 

Q. If there had been even the most superficial inspection of the bank, would 
not at a very early stage its condition have been discovered? A. There is abso- 
lutely no doubt about it. 

Q. From the very beginning it was—? A. Its books did not jibe with the 
facts when they were opened. 

Q. And it was beginning to decay as soon as it was born? A. Before it 
was born. 

Mr. Hoperns: Q. How long did it take you after you became liquidator to 
get to the bottom of the transactions in the bank’s books? A. When you say 
that, I do not know, but I knew within half an hour after I went into the office 
that things were not right,—you mean to get to the bottom of these transactions? 

Q. Yes? <A. I do not know; it had just come from time to time. 

Mr. COMMISSIONER: Anybody Bune in there with any knowledge would at 
once have known things were wrong? A. They would have found out very 
quickly. 

Q. And the money that has been wasted almost from the beginning? =A. 
Yes, they would have found it out very quickly. 

Mr. Hopeins: There is I suppose any one who would have the right to call 
for what he wanted, not simply one who was obliged to be satisfied with anything 
shown to him? A. You must understand the bank books are, as I said yester- 
day, mere bald entries, and on the face of them they would not indicate very much, 
but anybody having an understanding of accounts and calling for the items, which 
I do not know you intuitively see are not what they should be, and call for the 
items, they would have found that out very quickly, found out the condition. 

Q. Would any one taking the bank return to the Government say on Decem- 
ber of any year and going into the bank with that return and simply verifying that 
return be able to discover anything? A. It depends on how far he would go; if 
he wanted to take just the face of the books they would agree with the return, but 
if he wanted to examine into any of the investments like the Keeley Mine or Stocks 
and Bonds accounts he would have seen at once there was something wrong. 

Q. If in other words he took the item of “ other assets” or assets not enum- 
erated in the foregoing heads and called for details of that? A. No, the books 
would seem to indicate—when you speak of other assets you mean that $80,000? 
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Q. Yes? A. No, the books would seem to indicate that was absolutely the 
same as a deposit in any other bank or Trust Company; but if he began to go be- 
hind, take the Stocks and Bonds account, and he went to go over the vouchers to see 
what the payments were made for he would soon meet with information which 
would show him that they were not there from actual investments in stocks and 
bonds. That is how the opening would come. 

Q. The fact that the voucher would not tally with the entry? A. The 
voucher would tally, but the voucher would show that the facts disclosed on it did 
not warrant the payments being held out as investment as they were. 

Q.- To follow that a little further; supposing the vouchers had all proved to 
be accurate, as you admit up to the extent of half a million they were accurate in 
the Keeley Mine, an inspection would not have disclosed anything wrong with the 

Mr. Hopains: Speaking of that Stock and Bonds account which you use as 
bank books, it might still be insolvent, having paid out into a worthless mine, but 
the vouchers might be entirely correct; it might have actually spent money in that 
way? A. They might have done so; that would be mismanagement then. When 
you come to a question of valuing assets, you go into a different field, you come 
down to a question of opinion then. 

Q. You think what would have put any one on the track, would have been the 
inaccuracy of the entry as compared with. the voucher? A. No. taking the affairs 
of the Farmers Bank, the first thing that struck one in going in there was the 
large investments in stocks and bonds. One naturally wanted to know what they 
* were. You started into the account and then you found that the amount was 
arrived at coming from various sources, indicating losses or profits written up from 
one thing and another, that showed you— 

Mr. CoMMISSIONER: That that was a padded account? A. Yes. 

Q. Then you naturally went into the other assets’ account and you found 
them padded. When you go to the branches it was a different thing; go downstairs 
where they have their main office; there they had a lot of liability of customers; it 
became a question there of valuing the responsibility of those customers. 

Mr. Hopcins: Speaking of that stock and bonds account which you use as 
an illustration, they did not begin to use an account like that until later on in the 
history of the Bank, A. They did not, but they had a large amount expended in 
organization and padded in one or two accounts; that stock and bonds accounts did 
not come until 1908. 

Q. It was opened as early as 1908? A. Yes. 

Mr. CoMMISSIONER: I should have thought the fact that $120,000 out of this 
small capital had been expended in organization would have startled anybody at the 
beginning? A. Yes, but the books do not show $120,000; there are items written 
into it. | 

Mr. Hoperns: Is not there always a great difficulty in disentangling those 
items; if any one went into the bank to inspect the organization fund and found it 
to be $60,000 or $70,000 when it really ought to have been $120,000, it would take 
some time to disentangle the other entries and show that they had been wrongly 
entered. 

Mr. ComMMissIonER: I am not an inspector, but I think I would have found 
it out if I had seen that account? A. It takes time to disentangle these things, 
certainly, it takes time, and you have to understand it, but, Mr. Hodgins, you get 
into a position like that and you find these things somehow or other; the appearance 
of the accounts is what takes your notice. 

Mr. Hopetns: On the question of dividends; you prepared a schedule showing 
the dividends paid page 64 (Exhibit 63) ; does that show total amount which was 
expended in dividends? <A. Yes. 

Q. Just give me the total amount spent in dividends? A. It is $52,780. 

Mr. CoMMIssIONER: Page 64 shows the total? A. Yes, sir. 

Mr. Hopains: $52,780, is that all they paid out in dividends? A. Yes. 
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Q. It was a 2% half yearly dividend? A. They paid altogether 10%. 

Q. In five payments spreading over three years? A. Yes, spreading over 
x4 years. 

: an Were those dividends earned? A. No, they were not. 

Mr. ComMMissionger: Upon what was the declaration of the dividend based? 
A. They wrote up profits and charged them to Keeley Mine and other accounts. 

Q. Was a statement furnished to the directors at the meeting at which the 
dividend was declared? A. I cannot tell that except by reference to the minute 
book, two annual statements were furnished, copies of which I have. 

. They were half yearly dividends; I suppose those would be provisional, 
the books would not be balanced? A. ‘The books will balance, yes, a half yearly 
statement of the books could be taken off very easily, but those accounts were not 
correct. 

Q. Was the stock padding apphed to that? A. Yes, writing up of assets 
and writing up of Keeley Mine. , 

Q. Just as we have heard before? A. Yes. 

Q. Mr Hopains: They appear to have made no profits at all? A. No, 
they made steady loss. 

Q. And those dividends they paid would be about 10% out of capital stock? 
ACh aY.es. | 

Q. Bank premises account appears on pages 55, 56 and 57, that takes in what 
ine branches, as I understand, took to rent and furnish and in some cases to buy? . 

. Yes. 

Q. The totals are shown on page 67? A. Yes. 

Q. And you have gota loss? <A. I make a loss of $110,825. 

Q. Why do you call that a loss? A. JI mean there was actually expended 
according to the books of the bank eliminating all padded items $148,116.90 and I 
calculate that those will not produce more than $37,291. 

Q. <A large part of the item $148,000 is made up of padded items? A. No, 
no parcel of that $148,000 is padded. 

Q. That is actual expenditure? <A. Yes. 

Q. You think there is going to be a loss on that item of $110,000? A. I do. 

Q. How do you account for such a tremendous loss? A. If you look at 
these expenditures in these various little branches, take the first one Arkona, $1,386, 
I only expect to recover out of that about $300 or $400; there is a lot of money 
gone for the fitting of the premises and with thé closing of the bank it has all gone. 
These bank branches were located in small places where the other banks did not 
feel obliged to open branches, consequently I could not sell them at a price and it 
was a mere dead sale at the best price I could get. If you look at the Toronto Head 
Office you will see nearly $39,000 was expended there. The terms of the lease were 
not good ; there was an increasing rent and I could not dispose of those premises, in 
fact the landlord has not been able to rent them yet at the price the Farmers Bank 
was paying for them; we lose all that money but about $2,500 or $3,000, we lose 
all the money that has been put in those premises. ‘Then Belleville, they have 
according to their books $28,000 in that property. 

Q. That they own? <A. Yes. I think we have all told between $13,000 and 
$14,000 advertising it and holding it for a year nearly to deal with it. 

Q. <A large amount of that loss would be the result of stoppage of the bank 
and inability to sell it to any other bank? A. The bulk of the loss will be from 
_ stoppage of the bank and inability to sell those branches to other banks, because of 
the fact there were not deposits available at those points in sufficient quantities to 
warrant opening branches. 

Q. That would be bad management? A. I would not say that. 

Q. Bad judgment? A. Tt is mixed between bad judgment and the neces- 
sities of the times, if you want to call it. The Farmers Bank, a small bank, the way 
it was, would not be able to do very much if it were to open in other places in com- 
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petition with a very strong bank and it would have to go to these outside points and 
there there were not deposits sufficient to carry the branches. 
Q. How did you find the operating losses appear from the beginning? A. 
According to my calculation the bank lost $242,602 in operating losses. 
Explain what those operating losses are? A. ‘That means the absolute 
eash expenditure in excess of the earnings. 
Mr. Commissioner: For carrying on the business? A. Yes, irrespective 


of bad debts or losses. 


Q. Does that include the Toronto office and head office ? A. Yes, all the 
offices. 

Q. Then you have tabulated the individual losses of the various branches, the 
head office and so on? A. I have tabulated that year by year there, and that 
statement on page 59 is only completing a period which was not written up in the 
bank’s books. The accounts were brought in from the various branches. ~ 

' Q. From pages 53 to 59 you set out the details of the operating losses?. A. 
I do. 

Q. That meant for instance in 1907 that the cost was over $60, 000 and the 
profits were only $15,000 there would be a loss there of $46,000. 

Mr. Commasstoner: Is it worth while going into all those details, they are 
all shown here and he has given us the loss? 

Mr. Hovetns: To what cause do you attribute that operating loss being so 
large each year? A. The bank was not meeting with success; it opened these 
branches and it was not getting the ARE) deposits and it was not doing a profit- 
able business. 

Q. That would account for nearly half the whole capital? A. Absolutely; 
that is a risk that they ran in doing business, starting business. 

Mr. ComMMIssIoNnER: What is the meaning of item here page 60, safes written 
up in value? A. They were written up; it means they cost so much and they 
were charged in the bank books at an additional amount. Their safes were bought 


at a price and then charged to their branches at $8,288 in excess of their cost price. 


In the same way stationery was charged to the branches, $11,200 but not written 
off in other words stationery cost them $30,000, when they charged it up to the 
branches, instead of reducing this $11,000, to $19,000 they left the stationery bill 
on the books of the bank at cane 000, but the $11,000 to the credit of profit and 
loss account. 

Q. That is making money rapidly? A. It is all in the same way; they made 
these losses. 

Mr. Hopetns: What is page 60 intended to show? A. It is a summary of 


the account. It shows the actual expenditures and it shows you the. various items 


that were put to the credit and debit of this account, writing it off and gene rid 
of it. 


Q. Which account? <A. Profit and loss. 
Q. That includes excess expenditures, in operating, commissions, dividends? 


RAS Yes, that is the profit and loss account. 


Q. That corresponds with your figures year by year at page 53? A. Yes. 
Q. Three year periods? A. Yes; this is really an explanation of the books, 
it is dissecting that account and showing you what are really effective items and 


-what are merely book items. 


Q. The column called effective items are real items? A. Real actual ex- 
penditures. | 

Q. The others are what? A. Book items. 

Q. Representing no real transaction? A. Representing the transposition of 
the charges from one account to the other but without actual effect in dollars and 
cents so far as the bank was concerned. 
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Q. The question that the Commissioner mentioned a moment ago about 
the safes, that is written up value, the excess value, that $2,288? A. Yes, it 
was written up. 

Q. Not the total value? A. No, profit was taken of that. 

Q. You, I think, have given here a list of the bad debts? A. No, I had 
not given you the list of bad debts, but I have the list there. 

Q. You mentioned, at all events, some bad debts, page 69. What is the ex- 
planation of the Buckingham Graphite bonds; how did they come into the posses- 
sion of the bank? <A. The bank advanced to the Buckingham Graphite Com- 
pany and took those. bonds. 

Q. An ordinary business transaction? A. Apparently so. 

Q. Then the Ontario Leather Company bonds? 

Mr. CoMMISSIONER: Perhaps you will fmd out who are behind the Buck- 
ingham Graphite Company? A. A man called W. H. P. Bromell and W. H. 
Hunter and the bank held some stock in it. 

Mr. Commissioner: Is that the solicitor? A. Yes, sir. 

Mr. Hoperns: How are the Buckingham Graphite bonds treated in the books 
of the bank? A. As an investment. 

Q. Is there a loan to the Buckingham Graphite Company? A. I would ~ 
rather not publicly discuss the account. 

Q. The Ontario Leather Company bonds? A. I prefer not to deal with 
that; it is treated as an investment in the books of the bank. 

Mr. CoMMIssIoNER: Is there any reason why you should not say who was 
behind that? A. No, not a bit; the bank is behind it, that is all. 

Q. The promoter of the company? A. No, the bank made a bad debt 
with the Davey Leather Company, and apparently to help itself out it re-organized 
a new company and took control of it, so that at the present time the bank is prac- 
tically the only person behind that, nobody else responsible. 

Q: The statement is there is a prospect of a loss of $100,000 on that? A. 
That is quite true. 

Q. Who is this Davey? A. Phillip Davey. 

Q. Is he in town? A. He was in town here, but I think he is up near 
Barrie now; he was a well-known man, character. 

Q. How much was lent to that concern? A. $83,000. 

Q. On what? A. On their own obligations secured by their business and 
undertakings. 

Q. What would account for such a transaction as that? A. The explana- 
tion given to me is that when Mr. Travers was away in England the local man- 
ager of the bank advanced a very large amount of money to Davey or to the com- 
pany and that the proceeds of it did not go into the business of the company 
entirely, but it was lost in other directions, and when Travers got back he found 
this very large loss and knew he was going to meet the loss, and he had to get 
Davey out of the business, and he turned it over into the Ontario Leather Com- 
pany and took control of it. 

Q. Who was the agent? <A. I do not know the name. 

Mr. Travers: Frame. A. That is correct what I said about that note? 

Mr. Travers: Yes. A. Anyway, the bank was in for $83,000 and they 
were in $168,000 at the time of the failure. 

Mr. Hopeins: Look at page 69? A. I have a statement showing the To- 
ronto outstandings as they are. : 

Q. You give a summary on page 69? A. That is my opinion. 

Q. Of the list of outstanding—? A. Outstanding obligations. 

Q. To the bank? A. On October 11th last; there is very. little difference 
except to the extent of what collections I have made since. 

Q. There is a very large amount outstanding? A. Yes, it is nearly all bad. 
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Q. Those represent, however, other obligations or securities of one kind and 
- another that you found in the bank? A. Yes, absolutely; I have a detailed list. 
Mr. CoMMISSIONER: Are these the ordinary accounts or do they include 
other transactions than ordinary banking? A. They are very largely ordinary 
banking transactions where the bank holds the obligations of different people which 
are worthless, who have gone bad. If I go over them with you, I would not care 
to do so in public, sir; but I can give you the details of any account you want. 

Mr. Hoperns: It is only to get a bird’s eye view; they amount to about 
$800,000 and you are not likely to realize more than about a quarter. | 

Mr. CoMMISSIONER: He makes the probable loss $639,407? A. Yes, that 
is in Toronto alone. 

Q. The business extending over the three years, was it a fairly extensive 
business? <A. Yes, there is $800,284; there is $32,977 of that are items which 
we have. already dealt with in connection with these defalcations and Continental 
stock transactions. Then there is that $55,000 in there of the Clark Manufactur- 
ing Company; that is about $88,000, which would leave $712,284 of ordinary 
obligations in the bank. As to them, my opinion is that they are worth about 
$182,000, leaving the loss in there I have it of $639,407. (On page 69 of Exhibit 
63.) 

Q. That would be money lost on what you call ordinary banking transactions. 

Mr. COMMISSIONER: Extraordinary. 

A. Losses in the banking business. 

Mr. HopeGins: Subject to any comment one might have to make on the class 
of business— A. A great deal of it is due to absolute mismanagement, in my 
opinion, a very large amount of it; the balance is from other reasons. 

Mr. CoMMISSIONER: Perhaps you could ‘get from the witness, are there any 
accounts in that of fifty or sixty or seventy thousand dollars, or are they small 
amounts? A. (Produces statement, headed “ Farmers Bank of Canada: Position 
of assets other than fixed assets.’’) 
| Q. This is the detail of that $800,000? A. Yes. 

Q. They seem to have dealt in some pretty large transactions? A. Yes. 
(Witness goes over list with the Commissioner. ) | 

Mr. Hoperns: Perhaps it might be as well to say with regard to that list 
while you do not want to discuss these in public as it may affect your collections 
on them—you can give the Commissioner any information he may desire in mak-_ 
ing up his estimate as to the value of the assets? A. I made that list for this 
purpose and am willing to do anything but not to enter into a public discussion. 

. I am sure nobody would want you to do anything which would interfere 
with your collection of the assets? A. That is the only idea. 

Q. But as long as information can be given that is wanted by the Commis- 
sioner— A. I am willing to give any information that is required of me. 

Q. There is something you said makes me think I should ask—I was under 
the impression we had got the outside amount of Mr. Wishart’s liability when we 
discussed the Keeley Mine? A. No. 

Q. Is there more than that? A. We have judgment against him for be- 
tween $52,000 and $55,000; there are notes of his discounted by the bank over and 
above the Keeley transactions. 

Q. And they do not appear to have had connection with the Keeley trans- 
action, do they? A. There is no reference of connection in the books of the 
bank, it is straight advances. 

Q. Look at page 51, will you tell us if that gives us the outstanding liabilities 
which have been proved by you? A. Those are the liabilities as on October 31st 
last; these liabilities are taken from time to time, set-offs and one thing and an- 
other, but that is the correct statement up to that date. 3 
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Q. The $12,488 special account of the bank is that circulation or just bal- 
ances due to the date of the failure? A. No, balances due to the bank; that is 
not circulation. 

Q. Current accounts would represent what, $147,000? A. Current de- 
posits. 

Q. In head office and branches? A. No, in branches. 

Q. Savings account, $979,894? A. Those are savings accounts in various 
branches, deposits. 

Q. Balance due on drafts issued, $17,558? A. Yes, those are the amounts 
of the drafts issued less the set-offs, against the same. You see customers who 
bought drafts and then would owe on a note they hold the draft and hold the note 
and set them off; that is the set-offs. Just as a matter of information for you 
the amount of set-offs against the cash assets of this bank have been well on to 
$60,000. , 

Q. What are? <A. The set-ofis. 

Q. You make the total liability including those items I have gone over 
$1,159,353.28? A. Yes, of that date. Outside of that other deposit below there. 

Mr. CoMMISSIONER: Why is that omitted? A. That is taken in specially 
at the end. 

Mr. Honeins: The total amount due to the Ontario Government, you have 
it here, $26,533.16, does that include interest? A. Yes. 

Q. That is a preferential claim, is it not? A. After the payment of cir- 
culation. 

Q. When was that deposited? A. The first deposit was in June, 1907, 
when $10,000 was deposited; and then in May, 1908, $25,000 was deposited and 
later on in the year the original $10,000 was drawn out. 

Q. Was the last $25, 000 in one deposit or in two? A. No, in a number of 
deposits extending over the period of a couple of weeks, I think, when two deposit 
receipts were issued in satisfaction, one at $10,000 and the other at $15,000. 

Mr. CoMMIssIONER: And the balance is accrued interest? A. Yes. 

Mr. Hopains: That would be the $25,000? <A. Yes. 

Q. You have it “ Ontario Government,” is that the form which the account 
took? A. No, there is a deposit receipt issued to the Treasurer of the Province 
of Ontario. 

Mr. CoMMISSIONER: Have you the date of that? A. The account is here, 
if vou would like to see it. 

Mr. Hoperns: Yes, I would like to get the exact date; they would come in 
next to circulation if you ever get enough to pay that? A. Yes. 

Mr. CoMMIsSIONER: The expenses have to come out? A. They come 
ahead of the circulation. (Witness shows to the Commissioner the account of the 
Ontario Government in the bank ledger). 

Q. According to this down to the 14th June—? A. The Treasurer 
deposited $12,019. 

QiccOn the 14th June he got a “deposit receipt of $10,000, leaving a balance 
to the credit of the account of $2,019.56. 

Q. There were deposits of varying amounts down to— A. May, 1908. 

Q. What is this $15,000? A. That is deposit. 

Q. Then it is until the 13th May, when a deposit receipt issued for $15,000? 
Avs Yes. 

Q. How did that leave the account? A. That left a balance of $826.63. 

Q. And then? A. On the 19th May, they deposited further moneys and 
got a deposit receipt of $10,000 leaving a balance of $1,817. This deposit receipt 
here was apparently deposited on September 22nd, 1908. 

Q. That is the first ten thousand? A. Yes, with interest. 

Mr. Hopeins: What date was it withdrawn? A. September 22nd, 1908, 
and then the amount was gradually checked out. 
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Mr. CoMMIssIonNER: It was not withdrawn was it? <A. No, it was put te 
the credit of a checking account. , 

Q. And checked out until—? A. It continues right through, and that is 
carried forward into that missing ledger. This is the general ledger of the bank 
and the next one is the one that disappeared in the other proceedings. , 

Q. How did it stand at the failure? A. There was nothing in the checking 
account at the failure. 

Mr. Hoperns: It appears in 1907, to have been deposits in various small 
amounts? A. Yes. 

Q. Consolidated on the 14th June? 

Mr. CoMMISSIONER: That is all down. 

Mr. Hopeins: Which of the two deposit receipts represent the present? A. 
Those two. 

Q. The ones issued on the 13th May, and the 19th May, 1908? A. Yes. 

-Q. It appears to have been then as a sort of a current account? <A. It 
was a checking account, outside of those— 

Q. You, I think, spoke this morning of some special assets and collections, 
there is nothing in those that call for comment; you recovered some moneys which 
did not appear to be outstanding according to the books of the bank? A. I do 
not think there is anything calls for special comment on that. 

Q. You recovered apparently $23,299 in that way? A. Yes. 

Q. Are the assets shown at page 96 taken in at their face value, and are they 
still realizable? A. No. The first item I have sold at 95; the second and third 
items are still in hands to be realized. The fourth item I have never been able to 
find; the fifth item is there I suppose we realized about 60 or 70 per cent on that 
stock; it had gone down. 

Mr. CoMMISSIONER: The Dominion Radiator Company’s stock not worth 
par? A. The company is in very good standing but they have been putting out 
a lot of capital the last few years and they have been willing to sell it themselves 
at par and— 
| Q. How did the bank come to get that, was the company a customer of the 
bank? A. There was a man called Massenger who assigned to us about six 
years ago and he owed the Farmers Bank a good deal of money and they held this 
Radiator stock from him as security and took it over. 

Q. Is that a loss that appears or was it written off before? A. No, it is 
taken in their books at about 125. 

Q. I mean the account of Massenger? A. It is written off; yes; it is not 
in the accounts now. 

Q. What does this Buckingham Graphite Company do? A. They had 
graphite property down east, near Buckingham, Quebec. 

We Dead) cA). 1D have got it under option at this time. 

Q. It is not operating? A. No, there are some other properties operating 
near there and it comes down to more the working out of a process than the mere 
presence of mineral. 

Q. The Lake Shore Country Club, $5,000, what is that? A. That is Lorne 
Park. The bank advanced the Lake Shore Country Club that, owned property, 
owns the Club house there and a considerable amount of money was advanced 
them, I think $30,000 and it was afterwards sold under the first mortgage and 1 
bought it in for the bank at I think $46,000 and I did so in anticipation of making 
2 profit and getting back part of the bank’s account which I expect to do. 

Q. There will be a loss on that? A. There will be a substantial loss, there 
will be a loss of $20,000. 

Q. Who is this E. R. Michie who figures for about $60,000? A. I do not 
‘know how to descibe him; he has been a promoter around here; at one time he was 
thought to be worth a good deal of money, but this arises out of a mining transac- 
‘tion and I have only been able to collect $5,000 or $6,000 on it. 
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Q. Are you anything of a horticulturist? A. I know something about it. 

Q. It would look to me as if the insects were gathering around the weak 
plants to eat them up? A. I do not know how I will turn out on this. There is 
a mining transaction there and this money was advanced in connection with it, 
and we hold $5,000 collateral. The mining property was resold, and the bank at 
the expense of $2,000 has now got one quarter interest in it and an option was 
given I think of $25,000 or $30,000 so if that turns out all right I will recover 
about ten or twelve thousand dollars from the account all told. 

Q. What did he get this money for? A. To buy mining stock. 

Q. On the security of his note? A. On the security of the mining stock 
and his note, and the mining company failed. 

Q. When did that transaction take place? A. A year or year and a half 
before the failure of the bank. 

Q. Was there any big profit to anybody init? A. I understand they anti- 
cipated the making of a large profit. ~ | 

Q. They were.to get a share in the concern? A. Yes, the profits on that 
stock were to be divided. That Tevis item down below there is that Syracuse trans- 


action. 


The Commission adjourned at 1 P.M. to 2 P.M. 
The Commission resumed at 2 P.M., May 29th. 1912. 
_G. T. CLARKSON Examination continued.— 


Mr. Hopeins: There was a resolution you probably know about found upon 
the bank books passed during the absence of Mr. Travers, to which he took excep- 
tion which resulted in some loans being made? A. You are referring to a reso- 
lution of the Executive Committee at which R. E. Menzie and Beattie Nesbitt were 
present, at which they passed credits to their own people? 

Q. Yes? A. I understand that owing to Mr. Travers’ objections taken to 
that, that those credits were not put into effect and that the resolutions were with- 
drawn. 

Q. I thought they were effective and were acted upon till his return? A. 
He returned at once as I understand it and stopped the credit. 

Q. I would lke to get the date of it? A. It is in that folder. 

Q. Yes, I have it. You think they did not actually go through and result in 
any loss to the bank? A. No, I won’t state as a matter of fact they did not, but 
that is my belief. : . 

Mr. COMMISSIONER: Referring to this report, (Exhibit 63) on this sheet 
these letters are from the form of the return? A. Yes; on page 77 is the form 
of the Government return. 

Mr. Hoperns: I do not know that there is very much more that I want to 
ask you at the present moment, but I would like to ask you this whether you can 
say what the causes contributing to the failure of the bank were from your examina- 
tion of the books and your knowledge of the transaction? A. ‘The causes were 
these; the bank started with impaired capital from the beginning, and found itself 
unable to do business profitably owing to competition ; then too many advances were 
made with firms or people having connection with the bank in which these persons 
or firms were likely to profit in case profits were made, that is to say they-were to 
get advantages if profits were made; then I think too there was mismanagement of 
the bank. I do not attach that to any person, but I mean to say through general 
mismanagement loans were made which should have not been made, too many bad 
debts were incurred and moneys expended. 
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Mr. ComMissioNER: Under the most favorable circumstances having regard 
to the conditions when this bank started what do you think of the prospects of its 
-success? A. ‘The bank’s capital was impaired then to the extent of $70,000 or 
$80,000; but that should not have been sufficient to have caused the failure of the 
bank in view of the large amount of money, $530,000 or $540,000 which went into it. 
If it had gone along certain lines, if it had been managed conservatively, no attempt 
been made to pay dividend, no attempt made to splurge out too quickly—they did 
try to go ahead too quick with branches and they lost on them; they loaned their 
money out in unsatisfactory directions, and these investments were to friends of the 
bank who were interested, which under ordinary circumstances I do not think any 
banker would have done. 

Q. I judge from what you have already said that you eoaee it was a mistake 
to open any of these branches, none of them were profitable? A. It turned out 
in fact that none of them were ‘profitable. It is all right to say that now, but whether 
anybody could have foreseen at that time they would have been so unprofitable, it is 
a different matter. 

Q. ~ Would it have been possible to make success of a bank that had no outside 
agencies with a small capital of this kind; the deposits came, I should judge from 
something you said, mainly from the outside? A. The deposits came almost 
entirely from the outside, they were too little from any branch to carry that branch. 

Q. With only meagre deposits in the Toronto branch could there be anything 
but disaster come? A. If the bank had started off with a $500,000 capital and 
had been content to just gradually work its way under minimum expenses, I do not 
see any reason why it should not gradually— 

Q. What was roughly the annual expenditures at the start? A. They were 
under heavy expense as to rental— : 

Q. What would you say in round figures? A. I cannot give you an estimate 
as to that; what I mean to say is I do not see any reason why the bank should not 
have succeeded under ordinary conditions with this capital of $500,000; but as 
matters turned out as was proved, its branches were not a success, it had not the 
confidence of the public, it did not get the necessary deposits; if it had had that 
confidence I cannot say whether it would have got the necessary deposits from these 
branches or not. The fact remains it did not, and it lost; but I do not see any 
reason why it should not have succeeded if it had gone along quietly and more 
conservatively. 

Q. Taking the list of stockholders as you found it and eliminating those you 
have eliminated, what would you say as to the list, was it a good list, well distributed ? | 
A. The stock was certainly distributed, and it was distributed largely amongst 
farming communities, but that may have been a certain amount of benefit to it in 
the locality where these stockholders resided, at least one would think so, but I 
understand it did not have the effect that the bank people thought it would, that it 

did not get the confidence of the stockholders. 
: Q. Ordinarily would such a stock list be considered the best kind of stock list 
to have distributed in comparatively small holdings amongst the farming com- 
munity? A. Yes, certainly. 

Q. Apparently for some reason or other people were tempted to go into 
reckless speculative transactions? A. The bank started off with its losses and 
then when it struck the Keeley Mine and as I size it up, Mr. Travers got in for 
$50,000, and once in he never got out; it went from bad to worse. 

Q. These other speculations? A. They followed along the same strain. 

Q. I suppose they were straws that a drowning man grasped Abi acer Cay 
that is the way I size it up. 

Mr. Hopeins: There is another point that I thought may as well be men- 
tioned apart altogether from that Keeley Mine or the speculative losses; there seems 
to be an extremely large loss in the ordinary operation of the bank according to you, 
nearly half the capital seemed to have gone in paying for running the bank and its 


402 REPORT OF COMMISSION 
| 3 GEORGE V., A. 1913 


branches? A. The bank had 27 branches and there was not one branch in which 
it had enough deposits to carry its expenses out, and that arose from lack of con- 
fidence as I understand it. 

Q. If you take that item operating losses about $240,000 the defalcations and 
withdrawals at $149,000 you have nearly $400,000 alone? A. That is true. 

Q. And dividends $50,000? A. Yes. 

Q. $450,000 out of a total capital such as you mention? A. Yes. 

Q. So that while the Keeley Mine undoubtedly accounts for an equal amount, 
that is $442,000 the ordinary operations of the bank seem to have run into about as 
much if you include in that the money that was taken by the trusted officials? A. 
Of course all the money that went into the Keeley Mine, it had an effect on the bank, 
because it did not have the money to loan and not having the money to loan and 
not looking for loans (as I understand the bank was looking for deposits, not for 
loans) to that extent it would affect their business. If they only wanted the deposits 
_ and would not lend you can see how the local people would look at it; it had an 
effect on it. 

Q. Can you tell at all speaking generally, from the present outlook, if you 
collect any such assets as you think you can realize upon and collect on the double 
liability, whether you will be able to pay more than the circulation? A. Not 
unless the improbable happens—I will not be able to pay more than the circulation 
unless the improbable happens. 

Q. Is it probable you will be able to pay even the circulation? A. If my 
estimate on double liability turns out to be at all in reason I shall do so; if I am 
mistaken as to that then I will not pay circulation. 

Q. The most optimistic outlook is everything is lost excepting the circulation? 
A. Yes, unless the Keeley Mine turns out. 

Q. Is there anything else except the Keeley Mine that there might be any 
hope in? A. Not from a common sense standpoint, no. 

Q. We do not want a Farmers Bank estimate? A. Not from what I would 
call a sane estimate, no. 2 | 

Mr. Hopetns: Before the report is made will you make up to that date, just 
as nearly as you can, the assets and liabilities so that the Commissioner can have 
that up to the very latest date? A. Yes; this statement on page 111 amending 
that to merely show the collections since that date, which is little or nothing, gives 
you as the statement— 

Q. I wish you would do that? A. I will do that. 

Q. I will notify you when it is wanted so that we may get it as closely as 
possible to the date of the report? A. Very well. 

Mr. ComMmisstonEer: If there is any hope in this Keeley Mine at all, why 
would it not pay the depositors to organize a company and take it over? A. If 
they want to speculate in a mining property as far as the bank is concerned, I have 
not any possible objection, but I would not advise them one way or the other about 
the matter. 

Q. It would be open to them? A. Yes. 

Q. You do not need that to redeem the circulation? A. No, I think I can 
redeem the circulation without that, and then if they felt advised on their own 
account, independent advice, to go in and work that mining property, unless I am 
able to deal on a better basis prior to that time, why certainly; but I do not feel 
advised to give any advice to these shareholders or depositors about putting their 
money into that thing. 

Q. There is not very much security to the public for the redemption of the 
circulation outside of the liability of the bank itself? A. There is the fund in 
Ottawa. 

Q. How much is that? A. I do not know what it is; it is 5% of the 
circulation outstanding. 

Q. All the hanks? 7A 4) Yes. 
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Q.. That comes back as a claim against the bank before the ordinary creditors? 
Bo es 

Q. With interest at5%? A. Yes. 

Q. Although you say in this case it has been reduced? A. Yes, that is to 
say if the assets of the bank are insufficient to pay this circulation the redemption 
fund at Ottawa will take care of it; whatever that redemption fund has to put up 
it is a prior lien before ordinary depositors. 

Q. The circulation will all be redeemed? A. Yes. 

Q. There is no doubt about that? A. There is absolutely no doubt about 
that. 

Mr. Hoperns: I suppose you would want to get consent to part with any 
of the assets before it had been redeemed out of the assets, taking that suggestion 
as to the Keeley Mine? A. I do not think there would be any difficulty about 
that; I. think the holders of circulation would only be too glad to do anything 
reasonable, but I am negotiating with two or three people now on a bond and 
lease proposition which would give the depositors pretty nearly the same result 
if the property turns out to be good. 

Q. You have done nothing, I suppose, with the property beyond taking care 
of it? A. I have had reports made on it and we have advertised it for sale under 
three or four propositions, bond and lease; but a little prior to the failure of the 
bank mining properties had gone out of favor, considering the favor they were 
in before; where before you could sell a property for $100,000, today you could 
not sell it for $5,000; that was the condition obtaining then. 

Q. Mr. Wishart thinks he can sell it? A. I would be very glad if he 
would. — 

Mr. COMMISSIONER: Is it in the Gowganda District? A. No, this is in 
Lorraine; it is south-west of Cobalt, about 20 or 25 miles, I think. 

Q. Has it any name as a mining district? A. It is known as the South 
_ Lorraine Mining District. 


W. R. TRAVERS, Recalled :— 


Witness: First, [ want to correct a statement that I made regarding the 
formation of the Keeley Mine. I stated that nothing was put into the mine by 
any person but the bank. When the option was first taken and required to be 
renewed there had to be $3,000 put up to renew it, of which Dr. Beattie Nesbitt 
put up his cheque for $1,500 and I put up mine for $1,500; I had overlooked 
that in giving my testimony. 

Mr. COMMISSIONER: Putting up a cheque, does that mean a form of paying 
it? A. No, paying it. 

Q. Not out of Farmers Bank money? A. No; well I took it out of Farm- 
ers Bank money because it was charged up to my account. Dr. Beattie Nesbitt’s 
cheque was on the Crown Bank. 

Mr. ComMMIssionER: The proportions you mention are not the same as in 
the agreement? A. I think, sir, if you look at the first issue of the stock. 

Q. I was looking at the agreement that was made between the four of you, 
Wishart, Nesbitt, yourself and the bank; the bank was to get 25,000 shares, Wish- 
art was to. get 25,000 shares, and also another 40,000 shares; and you were to get 
40,000 shares, and Nesbitt was to get 70,000 shares? A. I looked up the stock 
list here, and I find the first division of the stock was 40,000 at $5 to myself; 
$65,000 to Wishart ; $25,000 to the bank; and the balance, $70,000, to Nesbitt, that 
was the first division. 
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Q. This agreement was in 1908? A. That first distribution of the stock, 
as I understand it, was after the joint stock company was formed. 

Mr. Hopains: You appear to have held the shares in the Keeley-Jowsey- 
Wood Mine, Limited, practically equally, Wishart, Nesbitt, Travers and the bank? 
A. Not the first one; I do not think you will find the first one, but I think you 
will find the first one $40,000, $25,000, $65,000 and $70,000. When they came 
to the second or third payment you will find that Wishart and Dr. Nesbitt trans- 
ferred an additional amount of stock to the bank; that is where the dispute first 
started; I was not quite clear on that the other day. 

Q. On the 1st December, 1908, when the Keeley Mine, the re-organized 
company, bought out the Keeley-Jowsey-Wood Mine, the stock was made two mil- 
lions; that is, 400,000 at $5 each; it went equally to you, Wishart, Nesbitt and 
the Farmers Bank? A. Quite so. 

Q. Is there anything to be said about the Keeley Mine now? A. The 
only thing I can say about the Keeley Mine, I differ from Mr. Clarkson; I had 
given an option for one-half interest in that mine for $600,000 to one Erick in 
New York, who was the go-between for Lewison’s, down there, very rich people. 

Q. When was this given? <A. 1910, I think, January or February, 1910, 
I am not quite sure about that date; but I went to New York and I had an inter- 
view with Lewison’s manager about it, and while they did not wish to recognize 
Mr. Erick in the matter they were quite willing to deal. When the time of the 
cption expired I refused to renew it, as I thought to myself if it was good enough 
for those Jews, as I thought in my own mind, it was good enough for me; that 
is the way the thing fell down. 

Mr. COMMISSIONER: You refused to renew what option? A. Renew the 
option given to Mr. Erick; and while Mr. Erick was not a man of means, still it 
does not always take a man of means to be the go-between to negotiate a deal of 
that sort. 

Mr. Hopeins: You had given these people an option which they did not 
take up? A. They did not take it for the simple reason that they asked to have 
it renewed and I would not renew it. 

Q. And then they never negotiated with you afterwards? A. I was in 
negotiation with them from that time on until the bank failed. When I got back 
from the Lindsay trial, where the judge scored us so severely, I had not a chance, 
we had a run; if it had not been for that, I would have been in New York on the 
following Monday morning. I was on the long-distance phone, which the records 
will show, on Sunday, trying to make an appointment with these people and to 
have them up in Toronto on that Monday, or been in New York myself and could 
not get away. 1 still think the Keeley Mine is good; it does not matter to me 
what anybody’s opinion is of it; I was on the spot every month for over two years. 
1 had the opinion of one of the best engineers and I consider that to-day it is as 
good as it was when | went into it and I thought it was worth a good deal of 
money then. 

Mr. CoMMISSIONER: You started by saying that you differed from Mr. Clark- 
son; what do mean by that? A. Mr. Clarkson does not consider that the mine 
is worth anything; he must take into consideration that— 

Mr. Hoperns: I do not think Mr. Clarkson said that; he declined to put 
a value on it because he did not know; he said he would not advise, either way, 
the depositors when J made the suggestion ? A. In sinking a shaft 140 feet and 
in the small drifting we did we took out, I think, nearly $20,000 of silver; it did 
not rain down, it is there in some place. 

Q. Was that on the vein or pockets? A. Both on veins and in pockets; 
kidneys they call them in the mining term. 

Q. Was that credited in the bank’s books? A. I think you will find nearly 
$20,000 worth of silver was taken out of that mine; we did nothing, we were tied 
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up for a whole year through the mistake of the manager in the machinery. You 
ean only get machinery into that country in the winter, and in 1909, when we 
brought in the machinery and had it all wrong, the parts did not suit, we were 
tied up till the following year till we could get in some new machinery, so that 
practically we did nothing for a year. That does not excuse all these other unfor- 
tunate affairs, but I was into it, and the question was how to get out of it; I am 
not excusing myself a bit; I am only trying to help you all I can. 

_ Mr. Hopeins: When Mr. Clarkson declines to advise one way or the other, 
it is because he does not think he has any right to advise or take any responsibility 
about it? A. Iam not blaming him. _ 

Q. You understand, Mr. Clarkson did not intend to say and did not say, as 
I understoodshim, that the mine was no good? <A. I simply want to put myself 
on record, because somebody is going to make a fortune out of that mine some day, 
and you and I will live to see it, and I want to put myself on record; that is all. 
J believe that to be true. The next thing I noticed in the newspapers that Mr. 
Clarkson had stated I had removed my papers from the bank, my private papers, 
and therefore that was the reason I was dismissed. “ 

Mr. CoMMISSIONER: I noticed what the papers said; that was an incomplete 
and inaccurate statement of Mr. Clarkson’s evidence; he did not say what the 
report says. There was no suggestion, as I understood it, from Mr. Clarkson that 
anything improper was done in the removal of the private box. 

Mr. CiarKson: No, I was given to understand that you had removed the 
Keeley papers and papers which you were said to be your private memoranda. I 
liad given instructions that no papers were to go out of the bank, and I told them 
to tell you that; instead of that, they gave you the message that I had said you 
were not to come back again. That is D. Miller’s mistake. Afterwards I said 
that box which was said to contain your private papers went to your son. A. 
Before you were appointed curator. 

Mr. Ciarkson: I did not understand that. A. I can prove that. 

Mr. CLARKSON: This is the statement that was made to me, and I com- 
municated that to Inspector Duncan, and he told me he had gotten a box which 
did not contain the cheques and notes which you had spoken about. 

Witness: The Crown officers treated me with every consideration, and I 
opened the doors for them in every way I could, and they got into every box of 
papers I could send to them; there was nothing kept back. 

Mr. Hopverns: We got this far; that you told us; there were some notes of 
Wishart’s and Beattie Nesbitt’s? A. Those were left in my desk. 

Q. That we have never been able to find; I ask you where they were? A. 
IT cannot account for those. bs | 

Q. I certainly gained the impression from you that they had been removed in 
that box and you did not know what had become of them? A. Then you are wrong, 
because I did not move those notes you speak of, they are in my desk. 

Q. What. notes are you speaking of? A. In the Keeley box there was an 
envelope and cheques and memorandum which showed my dealings with the Keeley 
Mine. 

Q. I asked you specifically notes signed by Wishart and Dr. Beattie Nesbitt? 
A. I did not answer you correctly, not that I wished to answer you wrongly; 
because the notes in my mind of those two men were left in a drawer of my desk, 
and they were never touched by me and as I told you in your office you should find 
them. 

Q. You say you did leave notes of these men in a drawer of the Farmers 
Bank? <A. In the desk that I use as general manager. 

Q. You know nothing about their removal? A. No. 
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Q. Tell me what notes they were? A. My recollection is that there was a 
$10,000 note there of Dr. Beattie Nesbitt’s, and there were some notes of Wishart’s; 
I could not tell you the amount, really. 

Q. Anyoneelse? A. That is all I can remember. 

Q. Was it a $6,000 and $3,000 note? A. No, I do not remember a $6,000 
note. | 

Q. What was the occasion of these notes being given and retained by you in 
the drawer? A. They were left there for me to use if I needed them. 

Q. How long before the failure of the bank? A. I think they had been 
there for some time, probably a year. 

Q. Were they cheques or notes? ‘A. They were notes and bank cheques 
attached to them. That is my recollection of them. a 

Mr. Crarxson: I never saw those cheques, I never heard of them till Mr. 
Travers mentioned them. The only people who could have taken them were the 
Crown Officers who went through Mr. Travers’ desk. A. The Crown Officers 
acted in every way that was proper and right and I helped them in every way I could. 

Mr. Hopetns: Were they given for value? <A. No, they were left there 
blank for me to use if it was necessary to fill up a gap, if you want the truth in 
regard to the Keeley Mine transactions. 

Q. Why did you not give that one back to Beattie Nesbitt after he sold out 
his interest in the Keeley Mine? A. Which is that? ; 

, Q. The one you had signed by him? A. I did not give anything back to 
im. 

Q. Why did you not after he had sold his stock? A. I never thought of 
those notes in my drawer until after the question came up one day in Mr. Clarkson’s 
office when we were going over the affairs of the bank. You asked Mr. Clarkson a 
question about cash on hand and cash paid up on capital account which I did not 
think was answered very well, because if cash is paid in on capital account, actually 
paid in on it, the payment out of that cash for premises and other matters does not 
reduce the amount that has been originally paid in on capital account in cash, if 
you understand my meaning; as I understood you to say in asking him the question 
you were confusing the cash on hand and cash paid up on capital account. 

Mr. Hopeins: That was in reference to what item? A. I have not the 
number of the page. ; 

Mr. Commissioner: I do not suppose any one will dispute that proposition. 

Mr. Cuarxson: I thought I had made myself clear there, that $64,000. You 
are me the amount paid in on capital account and I gave you that including that 

64,000. 

Mr. Hopetns: Yes. 

Mr. CuarKson: The cash on hand was excluding that? A. You spoke of 
$5,000 having been paid Beattie Nesbitt for that Clark Manufacturing account; 
that was only a reversal of the former entry of $5,000 that was paid to Beattie 
Nesbitt about the 4th December, 1908, when the re-organization of the company 
took place. 

Mr. Hoperns:. How do you mean the reversal of the entry? A. When it 
was first paid it was charged directly to the Keeley Company, and afterwards I 
reversed that entry and took it out of Keeley Mine account and put it into Stocks 
and Bonds. 

Q. What was the object of that? A. Because it was not properly charged 
up to the company; that was not a commission the Keeley Mine Company should 
pay; I took it out of Keeley Mine Company’s books and put it into the bank books. 

Q. Into the Keeley Mine stock and bonds? A. Yes, that were held by the 
bank. 

Q. What did it represent? A. It represented a loss, practically. 


Q. The $5,000 was not paid to him at the time? A. Yes, it was actually 
paid to him, but in Mr. Clarkson’s evidence he says another $5,000 was paid. 
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Q. Is your evidence that there was nothing paid to Beattie Nesbitt when he 
gave up his interest in the Keeley Mine? A. Yes, there was nothing paid then. 

Q. There is no doubt about that? A. No. You will find if you go up to 
the head office books of the bank you will find the $5,000 referred to. Then the 
$55,000 note I gave to reduce the organization expenses was for the purpose of not 
showing the bank’s capital impairment; it would show it asa loan. I made inquiries 
as to some other banks which were organized and I found out something of that 
kind was done there, and I unfortunately fell into that error. Another thing on page 
23 you show the stock purchased by me, that is Farmers Bank stock. The price of 
the stock was dropping very rapidly and it was affecting the deposits and I bought 
the stock and put in my own notes to pay for it. 

Mr. CoMMISsIONER: Borrowing the money from the bank? <A. Yes, and 
C. H. Smith who is carrying on a sort of brokerage business here or something of 
the sort came in and spoke to me and said he thought he could make some money out 
‘of the prices that were going, and if I would lend him some money and I lent him 
some money for the same purpose. I was satisfied for anybody to buy the stock at 
that time to keep it from going too far down. I suppose you do not want to hear 
anything more about circulation and profits. I had a memorandum to that effect. 
I think Mr. Clarkson is wrong there. You have to take each matter on its own 
basis. The Trust Company have a deposit with us apart from any deposit we may 
have with them, we are supposed when they put in $120,000 to loan that money out, 
and if we pay them 4% on it and we loan out at 6% then we have $2,400 of a 
profit in that. If they keep the average circulation of $25,000 out for us, that 
would be $1,250; there is $3,650. Supposing that we had a deposit with them free 
at 3% there is $3,600, one would offset the other, as far as that goes apart from 
any profit there might be in advertising. Then I do not agree with Mr. Clarkson, 
I do not suppose it makes very much difference about the branches paying. There 
were some branches which were paying. You have not made any calculation for the . 
profit in circulation about those branches which did not pay, but there were some 
that did not pay, there is no doubt about that. 

Mr. ComMissIonER: ‘Something did not pay if the operating losses were so 
great? A. Quite so. 

Q. I suppose there is no doubt about that, that Mr. Clarkson’s figures are 
eee A. I am not disputing that; I am only saying in some points he is a 
ittle off. 

Q. I noticed in the list of bad debts A. 0. Boemer? A. Yes, sir. 

Q. I should have thought you would not lend him any money? A. I had 
lent him that money with the object of getting back some money I lost through him. 

Q. Is that the same man you had the suit with? <A. Yes. 

Q. I should have thought you would have been shy after that? A. I got 
my money out of him by making that loan; it unfortunately turned out badly. 

Q. You got some of the money? A. Yes. 

Q. You lent him more? A. I had Mr. Samuel Merner as the guarantor of 
that debt. 

Q. He was not very strong? A. He turned out badly. He was at one time 
a very wealthy man and I thought he was at that time. I suppose you do not want 
any suggestions from me in regard to the revision of the Bank Act. 

Q. Thatisnotmyfunction? A. My idea is that the bank circulation should 
be based upon reserve and that it should not be based upon paid up capital. 

Q. You would curtail the circulation? A. No, the banks will guarantee 
the small bank now—take the Bank of Montreal, the Bank of Nova Scotia, the 
second best managed bank in the country, it has a reserve of twice the paid up 
capital; they should be able to circulate twice the amount of bills. 

Mr. ComMIssIoNnER: I misunderstood what you meant by reserve. 

Mr. Hoperns: How do you account for the commissions amounting to $71,800 
against 10% on the subscribed capital? A. The agreement I had with the 
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Permanent Board was 15%; the written agreement with me was produced in the 
Police Court and should be found. 

Q. It never was charged up at that rate? A. 15% would be $75,000. 

Q. It never was charged up at that rate? A. The minutes have been altered 
by somebody since they left my hands ; ; anybody can see that if they put a magnifying 
glass upon it. 

Q. What minutes? A. The minutes of the percentage; they were originally 
entered there at 15%. 

Mr. Commissioner: The Farmers Bank minutes? A. Yes, they were 
originally entered at 15% and they are changed to 10. 

Q. In the provisional minutes? A. No, sir; in the permanent minutes. 

Mr. Commissioner: I do not understand how a ledger could get lost through 
these proceedings. 

Mr. Honerns: I cannot, either. 

Mr. ComMIssIonrER: Why do not some of eas detectives get to work and 
search in all the offices where these books have been? 

Mr. Hoperns: J have written to Mr. Irwin and told him the direction has 
been made to have it produced and asked him to have-a proper search made. 

Mr. CoMMIsSIONER: I would get some of the detectives to have this search 
made. I do not see why these detectives should not look for all these Bade: that 
are missing. They should be in some of the offices. 

Mr. Hoperns: I expect to have Detective Duncan here and get some infor- 
mation from him. A. (Turning up minute book of directors of the Farmers 
Bank, Exhibit 10, page 27) There is a written agreement that that ought to be 
15%. 

Q. Whose handwriting are these minutes in? A. Mr. Shaver’s. 

Q. The figures seem to be in his handwriting, too? A. I saw that after 
the bank failed in the Police Court or at some trial and my naked eye shows me 
there has been a change there. When I said it was 15% I was challenged. 

Q. There must have been a written agreement, was there not? A. There 
was an agreement; yes, sir. 

Q. “The following is a copy of the agreement,” and then follows the agree- 
ment? A. That is the agreement with me as general manager. 

Q. Fifteen per cent on stock subscriptions—“ As per his contract with pro- 
visional directors, dated the 4th July, 1906 ”—we have that, and that is 10%? 
A. No, there was a second agreement, another one made. 

Q. The motion you refer to is on page 27%. It says: “On motion it was 
agreed that W. R. Travers should be allowed 10% on the stock subscriptions, as 
per his contract with the provisional board, dated the 4th July, 1906, and that 
he be engaged as general manager”? A. J sav that should read 15%. 

Q. This appears to refer to the July contract? A. Yes, but there was an- 
other contract, too; there is still another one. 

Q. This is what you point to in the minutes; if this mite as altered formed 
the 4th July contract, there is nothing to complain about? A. The July con- 
tract was before these minutes were enacted. 

Q. This meeting was passing a resolution to pay you, was it not? A. Yes, 
sir. | 
Q. At the rate of 10%? A. No, sir, 15%. 

Q. Let me see that 4th July contract? A. Not that contract, that is 10%, 
but there is still another one. 

Q. This says, “Contract with the provisional board”? A. That is not 
the contract that was written into that book. 

Q. There are two contracts of the 4th July? A. I know, but there are 
three contracts of the 4th July. 
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Q. Why did you not say that when we were examining you before them? 
A. It just came back to me. 

Q. I asked you particularly why there were two on the same day? <A. Mr. 
Clarkson gave his evidence a little while ago about the 10%, and it then came 
back to my mind. 

Q. These two are agreements with provisional directors (Exhibit 12)? A. 
_ Yes, there are two; there were three. 

Q. None of the provisional directors have said so; you have not said so up 
to date? A. I have to beg your pardon; if you go back to my evidence in the 
Police Court you will find I did say so. 

Q. What is the provision there as to percentage? A. This provision is 
10%. 


Q.. What do you mean by having another one for 15%? A. Because it 
was changed. 
- Q. What was the operative amount, 10 or 15%? A. 15%. 
Q. Who was it made with? A. With the same people. 
Q. What did they get for changing it? A. They got nothing for changing 
it; they made this agreement with me first in the early part of the day and I 
_ made them make another one on the afternoon. 

Q. There was the other one made in the afternoon attached to it? <A. No, 
those were both made at the same time. 

Q. When you were examined before you said that one was made earlier in 
the day and that the second one later on account of the change they wanted made? 
A. J hardly think I said that; I said these two were made about the same time. 

Q. Whom do you suppose changed the minute? A. I could not tell you. 

Q. Did you produce that 4th July resolution at the meeting when that 15% 
one was passed? A. Yes, I think if the agreement was shown to Mr. Shaver 
he would be able to swear he wrote those minutes up from that document. 

Q. Dealing with the Laidlaw subscriptions, there was $2,380 paid to these 
various shareholders and that, apparently, left Mr. Laidlaw, as somebody put it, 
without a client and the suit was dropped? A. Yes. 

Q. Did any one else get anything for withdrawing or letting the suit go? 
A. I do not know what you mean by that. 

Q. Was there anything else paid over and above this $2,380 to anybody in 
connection with that? A. I have no recollection of anything being paid. 

Q. There was a resolution passed by the executive committee—I have the 
letter here—do you remember the occasion of it—you wrote Dr. Nesbitt a Jetter 
on the 13th November, 190%, referring to the resolution of the executive com- 
mittee, a copy of which has been furnished to me as follows; and then follows 
the resolution, that the Menzie Wall Paper Company be given a credit of $35,000; 
C. L. Nesbitt of $14,000; Dr. Nesbitt is permitted to issue a cheque for this 
amount, pending the turning in of Mrs. Nesbitt’s note for the amount at four | 
months, and the Hubbard Company getting an additional credit of $6,000; then 
you go on to say, “I call your attention to the fact that this resolution was passed 
by the votes of yourself and Mr. Menzie in contravention of the third ‘by-law ”, 
which you quote—you remember that circumstance? <A. I do. 

Q: Was that passed while you were absent? A. It was. 

Q. And had it been acted upon when you came back and remonstrated ? 
A. I do not think it was; certainly not with regard to Menzie; I could not speak 
absolutely sure about the other, I do not think there was anything done. 

Q. That was afterwards withdrawn by letter, was it not, or rescinded; how 
was it done? A. I had a meeting, if 1 remember, of the executive, and had 
the resolution rescinded by the same people that passed it. 


Q. Did you get a letter from Dr. Beattie Nesbitt agreeing not to act upon 
it? <A. I got a letter from both of them, both Menzie and Dr. Nesbitt. 
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Q. Agreeing not to act upon it? A. Yes, not to act upon it and regret- 
ting the circumstances. | 

Q. You cannot say that the bank lost anything through that? A. Not 
through that transaction, I don’t think they did. 3 

 Q. The earliest deposit by the Provincial-Treasurer of Ontario was made in 
1907? <A. I believe it was, looking at the books the other day. 

Q. They appear to have been made in comparatively small sums? <A. Yes. 

_ Q. And when when they reached a larger total a deposit receipt was issued ? 

AG Wa ny C8, ? 

Q. Who made the arrangements for that deposit; did you? A. No, my 
recollection is, and I would have to refer to the books to confirm it, not expecting 
this question, or I would have been prepared for it—was that Mr. Greenwood, of 
the World, arranged that. 

Q. That is the earliest one? A. Yes, that is my recollection of it. 

Q. What about the later one? A. The later ones were arranged through 
Dr. Nesbitt, some way, I don’t know how. 

Q. That is the one amounting to $25,000? A. Yes, in May, 1908. 

Q. May and June, 1908? <A. Yes. 

Q. How did Greenwood, of the World, come to arrange the deposit? A. 
Greenwood and myself were old friends and he was hard up for wages occasionally 
and I used to help him with a small loan and he helped me in return, and the loan 
gradually crept up. 

Q. What about Beattie Nesbitt? A. In what respect? 

Q. As to the later deposits? A. At the time that Nesbitt desired to close 
the Keeley Mine proposition, I remember saying that I could not spare that amount 
of gold; he said, “I will get a deposit for you from the Government”. He did 
sO. 

Q. It seems to have come in, not as a deposit of a large sum, but in small 
deposits? A. That was done, as I understood, at the time so that they would 
not have to withdraw it from any other bank. 

Q. Who made the arrangements as to issuing deposit receipts? A. I think 
that is the usual custom of Mr. Matheson; it is an old form of banking that used 
to exist when I was a young man in the bank, that nearly everything was done in 
that way, and I think he has kept up the old system. 

Q. In addition to Mr. Greenwood being hard up for wages and you obliging 
kim now and again, was there any other money advanced to Mr. Greenwood or 
any one associated with him? A. The advances to the World gradually crept 
up from time to time till I think they reached about $16,000. 

Q. When did they begin? A. They began soon after the bank started. I 
said a little while ago I think about the time that the first deposit with the Govern- 
ment was made. 

Q. Why should you advance to the World? A. No reason why I should 
advance to them in the World. 

Q. On what did you advance? A. I advanced on a note of the World 
endorsed by Mr. Maclean and I think Mrs. Maclean as well, J am not quite sure. 

Q. Were they weekly advances? A. They crept up from time to time; 
they gradually crept up; I do not know whether they were weekly or how but they 
ran up $500 or $1,000 occasionally. 

Q. Had you much money to spend? A. At that time, I had, yes. 

Q. You kept lending to the World all along during the career of the bank 
didn’t you? A. Yes, I certainly lent too much. 

Q. And did you get any repayments? A. No, I believe that those loans 
were there when the bank failed. | 


Q. You advanced money and never got any re-payments? A. There was a 
re-organization of the World newspaper on hand in connection with some debts that 
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they owed to another bank through a third party, a Trust Company, a third party, 
which I expected ultimately to get my money out of. 

Q. Whatis that? A. There was a re-organization of the World to consoli- 
date the debt of another bank as well as mine; this re-organization was being 
carried through by a Trust Company and through that I expected ultimately to 
get my money. 

Q. However you did not? A. The bank failure came too soon. 

Q. Under what circumstances did you commence to advance to the World? 
A. Under the circumstances of wishing to please Mr. Greenwood. 

Q. Then when you commenced to advance on the notes of the World Printing 
Company what occasion was that? A. ‘The same reason. 

Q. You would not be obliging Mr. Greenwood then? A. Mr. Greenwood 
nearly always approached me for assistance, stating that he was behind to pay his 
men their wages and was in a hole so to speak and I usually tried to help him out. 

Q. Did you see any one else in connection with the loan? <A. Occasionally 
Mr. MacLean came in with Mr. Greenwood. 

Q. You never made any bones about advancing money I suppose? A. [I 
cannot say that I advanced it by free will, I rather objected sometimes. 

Q. How did they overcome your objection ? A. I changed my mind after 
talking to them. 

Q. What had they said to you causing you to change your mind? A. I 
cannot remember just now exactly just what did happen. I was very friendly with 
Mr. Greenwood; I did not know much of Mr. Maclean up to that time. 

- Q. Was any arrangement made that you would advance them a certain amount 
from time to time? A. No arrangement made for advancing them anything, 
just what I saw fit to do at the time they asked for it. 

Q. Was the condition of the bank discussed at that time or mentioned ? A. 
No, I cannot say that it was mentioned. 

Q. Will you say it was not? <A. I cannot say it was not, no. 

Q. Was any money advanced to the World or any one connected with it other 
than you have described on these notes? A. If there were any advances made 
they would be there on record. | 

Q. Was it all made on note? A. Yes, all on note. 

Q. In connection with the assets which the bank may possibly realize some- 
thing upon I asked you about the Welsh Mine the other day, I do not think you told 
me very much about that; was there any advance directly to the Welsh Mine? A. 
Not to the Welsh Mine no. 

Q. Was there an advance to you on account of the Welsh Mine? A. The 
advance on the Welsh Mine was first made to Mr. Wishart, $5,000, if I remember 
right; and the second advance was made to his friend and bosom companion Mr. 
John Costigan, and then they were unable to meet the third payment on their option 
and so fell down on it and I picked up the option then so as not to lose the $10,000 
originally paid and carried it on till Wishart came back again and took it off my 
hands, running the advances up to something like $35,000. 

Q. Did he pay back the advances? A. No, sir. 

Q. How did he take it off your hands? A. He had a purchaser for it, as he 
showed me in New York, at a considerable profit—I have forgotten what it was, 
—and he agreed to assume by giving his notes all the advances that were made up 
to that date if I would turn the option over to him so that he might sell it in New 
York which was done. 

Q. This left sixty thousand odd dollars he owed? A. That leaves fifty 
thousand dollars. 

Q. You took his unsecured note? A. Yes. 

Q. And let him have the property? A. Well, I presumed we had a string 
on the property. 

Q. Did you find you had not? A. Yes, afterwards. 
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| Q. How did you find that out? A. I found that by his in eth sdey the 
property over to Mr. Whitney, I think. 

I suppose you had given it to him—A. I gave it to him on a verbal under- 
standing that was witnessed; he stated he did not wish to enter into any writings 
about the matter as it would affect the disposal of the property and then after he 
got the transfer he immediately, if I might use the term, I was going to say hocus 
pocused it. 

Q. At all events he forgot the understanding? A. He forgot everything 
after he had it in his hands. 

Q. Who held the Welsh Mine after that as far as you know? A. I could not 
tell you at the time that the failure carhe along. Mr. Bain of Bicknel & Bain was 
acting for me, and I understood he had it tied up; we certainly entered an injunction 
against that proceeding. 

Q. You claim you were entitled to have a hen on the proceeds of the mine 
for that $50,000? A. I claim the bank had a right to one-half the proceeds that 
were made out of it. | 

Q. Was that the situation at the failure? A. Yes, I understand it. 

Q. What about the Valveless Inner Tube Company; there is some interest in 
that which Mr. Clarkson says is in litigation? A. I had an interest in that of 
$250,000 which I turned over to the bank, and of which I was at one time offered 
$50,000 for, and I believe Wishart has or is endeavouring to cut the interest from 
under: their feet. 

Q. Do you know in connection with the McCallum and Tamlin matter who 
McIntyre is? A. The facts of the McCallum matter are these: McCallum was 
suddenly found a defaulter of $28,000 and he was arrested and prosecuted and had 
a term of imprisonment. He pleaded guilty to $17,000, it was on that that he was 
sentenced. The balance of the loss was not shown up at the time for the purpose of 
keeping it out of the newspapers. We recovered from the Guarantee Company a 
certain sum, I do not remember whether it was five or ten thousand dollars and thie 
balance we charged up against the stock of the Keeley Mine that we had on hand. 
Tamlin was the cause of that young man’s downfall. Up to that time I thought 
he was a very worthy young man and a splendid bank hand, and this Tamlin as far 
as I could make out, got him to cash some cheques which were worthless and finally 
led him into some speculation that ended in McCallum being a defaulter to the 
extent of $28,000 and Tamlin’s worthless cheques in the bank’s hands of $12,000. 
I instructed our solicitor to take proceedings against Mr. Tamlin and he made a 
settlement with him without my knowledge or consent in which he took $1,000 cash 
I believe and a thousand dollar note of Tamlin’s leaving about $10,000 if my memory 
is right worthless on our hands; and then that was taken up by a note of McIntyre, 
and I could not tell you who McIntyre is myself, I do not know him. 

Q. There is no sucha man? A. I do not know whether there is or is not. 

Q. Just found the note some day inthe bank? A. No, the note was put in 
McIntyre’s name to remove it from the default list temporarily. 

Q. Who put that McIntyre note there? A. I got that from Mr. Hunter, 
our solicitor. 

Q. Did you inquire from him who McIntyre was or how he came to get it? 
A. I could not say whether I asked him who McIntyre was or was not, but my 
opinion was then and is my opinion that it was a clerk in his office. 

Q. In connection with that settlement of Dr. Beattie Nesbitt’s, what was the 
occasion of your taking over his stock in the Keeley Mine in the place of the obliga- 
tion which I understood you had of the Clark Company and the Hubbard Com- 
pany and his wife? A. I heard that the Crown Bank, to whom Dr. Beattie Nes- 
bitt was indebted a large amount was about to take proceedings against him and 
seize every property that they could possibly get and I saw no other way of getting 
the money out of Nesbitt but by exchanging what we had with him to prevent any 
trouble in the Keeley stock being tied up in case I made a sale of the mine. 
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Q. Did you think it was a good move? A. I thought it was the best thing 
I could do at the time. If action had been taken against Nesbitt and‘an injunction 
filed with the bank to prevent my handling his stock in case I made a deal with those 
New York men, I would have been in a difficult position to carry it out. 

Q. You were more anxious to get hold of his stock then than to see whether 
you could realize out of the original securities? A. The securities we had, with 
one exception of the mortgage on the Ross property, was not of any great value. 
s Q. You had the obligation of the Hubbard Manufacturing Company? A. 

. Yes. 

Q. And the Clark Company? A. They were practically insolvent. 

Q. And Mrs. Nesbitt? A. Mrs. Nesbitt had nothing that I could find out 
but a home which was heavily mortgaged. 

Q. At all events they disappeared as bank securities and you got the Keeley 
Mine stock? A. Yes. 

Mr. CoMMISSIONER: What do you mean by you, you or the bank? <A. The | 
bank. 

Mr. Hopeins: Do you know Frederick Crompton? A. Yes. 

Q. He was the president of the Crompton Corset Company? A. I believe. 

Q. A brother-in-law of Beattie Nesbitt? A. Yes, I believe so. 

Q. You had two transactions with him, had you not, the bank? A. I had 
two or three transactions. 

Q. What was the earliest transaction you had with him? A. The first 
transaction 1 had with him he deposited $150,000, or agreed to do so and he did 
do so, and for that he was to have a bonus of $100,000 of the Keeley Mine stock, 
which was transferred to him, by, I do not remember the proportions, but I think 
that Dr. Nesbitt gave up $50,000 of his and I gave up $50,000 of that which was 
held in my name personally, but I am not quite sure. 

Q. Look at that agreement, that will probably give the date; is that the first 
transaction; look at the signatures first? A. Yes, offhand I would say that is 
the agreement. Am I to read this? 

Q. If you will just run over it with me; he was to deposit $50,000 and get a 
deposit receipt for that, and then $25,000 later on in the month and $75,000 in 
April. This was all in 1909. Then he was to get deposit receipts bearing interest 
at the rate of 3% upon those? <A. Yes. 

Q. Was he to deposit real money? A. Yes, he did, actual money. 

Q.. That was in March, 1909? A. Yes. 

Q. Were you in need of it? A. Yes. 

Q. Was that just a method of getting circulation, too? A. No, the last 
payments of the Keeley Mine were coming due then and I had not any means. 
of taking care of them. 

Q. You were to give him $100,000 fully paid-up shares of $5 each in the 
Keeley Mine as collateral? © A. Not as collateral security, as a bonus. 

Q. It says, “To be held by the party of the second part as collateral and 
continuing security for the said deposits”? A. How many shares? 

Q. One hundred thousand fully-paid shares? A. Will you go on a little 
farther ? 

Q. “It is agreed as a further consideration for the deposit and upon his 
living up to the agreement, he is entitled to receive from the Farmers Bank,” your- 
self and Beattie Nesbitt for his own absolute use $100,000 worth, apparently, of 
shares—‘“ $100,000 in the fully paid-up and non-assessable stock of Keeley Mines, 
Limited,” of which the Farmers Bank contributed $50,000 worth, and you and - 
Beattie Nesbitt $25,000 each? A. Yes, I remember that. 

Q. So this was another arrangement helping you with Keeley Mine? A. 
Yes, that is what it was intended for; that was the object of it. 

Q. Was that carried out? <A. Yes. 
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Q. Money deposited and then afterwards, I suppose, withdrawn? <A. Yes, 
it was withdrawn afterwards. 

But he got stock in the Keeley Mine? A. He did, so far as he could 
get it subject to the pool. 

Q. He got it ultimately? A. It has never been outside of the pool; he 
got the stock, practically got it. 

Entitled to it now? A. N o, he has parted with it now. 

Whom has he parted with it to? A. I bought it back from him. 
When? <A. Some months before the bank’s failure. 

How much did you give him for it? <A. I gave him $10,000. 

Ten cents a share? <A. Yes. | 

In cash? A. Practically so. 

Was it the bank paid him or you? A. The bank paid that. 

That, the liquidator tells me, the $10,000 he got Mr. Crompton has since 
returned? A. I saw a cheque in the Police Court for it. 

Q. There were two other transactions. 

Mr. CoMMIssIonER: How long had the bank this $150,000 on deposit? 

Mr. Hopeins: How long did they keep it on deposit? A. I could not tell 
you exactly, but it was not for any great length of time. 

Q. Four months from the issue of the receipts is the agreed time? A. He 
lived up to that agreement. 

Q. What was the later transaction? A. I had some transactions with him 
with our circulation, but I cannot remember just at the moment whether it was 
the final payment of that $150,000 or whether it was a fresh acount. Mr. Clark- 
son might set me right. 

Mr. CuarKson: I understand it was a fresh transaction? A. He wanted 
io withdraw $50,000 it was, and I was not prepared to pay it and I paid him off 
in our own circulation, which he agreed to hold, and so to speak, dribble in, send 
in a little at a time for redemption, $2,000 at a time. 

Q. He would get circulation and make a deposit with you of good money, 
is that it? A. J am not quite sure whether he really made the deposit with me 
at that time or not at that time, or whether it was just the final payment on that. 

Q. What would he get for the money he was to deposit with you from time 
to time by way of interest? A. He got 4% on it. 

Q. Three per cent in accordance with the agreement? A. Yes, but we 
paid him 4%. 

Q. That must have been a new transaction? A. I do not think there was 
a writing to that effect; I think that was just a verbal agreement. 

Q. How much circulation did you deposit with him and how much did he 
put into the bank? A. I do not remember exactly, but I think fifty or sixty 
thousand dollars. 

Q. And just before the bank failed, was any payment made to him? A. 
We made payments to him right up to a few days. 

Q. Did he bring back the circulation and you redeem it? <A. Yes. 

Q. Just before the bank failed? A.° Yes. 

Q. Who gave hima tip? A. I could not say that; certainly I did not do 
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it. 

Q. In connection with Mr. Lindsay’s evidence, you wanted to identify on a 
Jittle plan where you were that day when he says he paid over that money to you? 
A. Yes, I did. 

Q. Is that a fairly accurate plan of the Farmers Bank on Adelaide street? 
A. That end of it was not in existence at that time. (Crosses out portion not in 
existence.) Up to that point I would say yes, that seems to be an accurate plan 
of the place. 
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Q. You have heard Lindsay’s evidence and MacCorquodale’s evidence since 
you gave yours? <A. Yes. 

Q. What do you say? A. I say that I do not like to number these rooms 

if you are going to examine Mr. MacCorquodale again, but I should like to desig- 

nate something here— 

Q. I do not see why you should not number them? A. We will call this 
one, and this number two, and this number three and this number four. Number 
four would be my room and my desk; it would be in that position. 

Q. Where you have indicated in pencil? A. Yes, that is the entrance to 
the bank. 

Q. That is, into room one? A. Yes, the entrance from the upper hall. 

Q. There is a hall running along there? A. There should be a stairway 
going downstairs here. 

Q. Write “hall” opposite that door? A. (Witness writes “ hall”). Now, 
then, Mr. MacCorquodale, as he came in with Mr. Lindsay that day, would require 
to pass through this gate and get behind the counter; then my secretary was sit- 
ting at a desk there in room 1; the door into my office was locked with a Yale 
lock; it could only be opened by my secretary; and I was pestered to death with 
people wanting advertisements and selling maps, etc., and I fixed that door so 
that you could not get through it. As I say, if he paid me the money in number 
two room, if he saw the money paid to me in number two room, then Mr. Fitz- 
gibbon and Mr. Shaver must have been present. 

Q. That is their room? A. Yes; if in number three room, then Mr. Fitz- 
gibbon’s stenographer must have been there. If in my room, then he must have 
followed Lindsay through the door; the door must have been opened by the steno- 
grapher; he must have gone in with him; otherwise he could not possibly see it. 

Q. Having gone over the whole thing in your own mind, what do you say as 
to the correctness of Lindsay’s and MacCorquodale’s story as far as this conflicts 
with yourself? A. I say they are not correct— 

Exuisit 6%: Plan of Head office of Farmers Bank identified by Mr. Travers. 

Mr. Commissioner: I thought the statement was he met the witness on the 
steps coming out? A. MacCorquodale said in his evidence he went in there and 
saw it paid in the room there. 

Mr. ComMissioneR: Lindsay at page 552 says: “There was a gentleman 
with me walked down to the bank, saw the money, and I do not know but he saw me 
hand it to Mr. Travers in the office.” 

Then at page 558 he says, “ MacCorquodale went into the room, stood at the 
desk and Travers came out of the inside office and he had his coat and hat on, was 
waiting for me and he came out and went downstairs, the three of us together. 
Travers was upstairs in the bank when Lindsay got there. 

Mr. Hoperns: MacCorquodale at page 793 said: 

“Q. What room did you and Lindsay got into? A. Entered the front room.” 

“Q. Whose room is the front room? A. We entered one general room and 
these offices were off that room.” 

“Q. It was the general room you went into? <A. Yes.” 

“Q. Sit down? A. I could not say whether we sat down or not; I had 
a habit of going in there often because I was wishing to get shares to sell if possible 
and naturally gravitated there on a good many occasions when there was no business 
of any kind for me at all.” 

Q. What room would that be he was describing? A. That would be the one 
with the counter across. 

Mr. ComMiIssIonER: How about this Graphite Company, who got that up? 
Mr. Hunter got that up; Mr. Hunter was the solicitor for the bank and through 
Mr. Home Smith of the National Trust who had the late Mr. H. C. Hammond’s 
affairs in his hands, part of which was this Graphite property, and Smith and 
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Hunter I believe were particular friends, it was suggested to Hunter that if this 
property was operated for a little while, it could be turned over to a syndicate and 
floated on the market at a good figure. That was the start of it. Hunter approached 
me and I lent him a little money to take it up, and it drifted on until it got into 
the absurd position it is in now. 

Mr. CoMMISsIONER: Who was the debtor to the bank for the money? A. 
The joint stock company. 

Q. Not Hunter? A. It was the Graphite Company as a private partnership 
concern at the first and then merged into a joint stock company, and the joint stock 
company assumed the liabilities and debts of the former partnership company. 

Q. Had all the advances been made before the company was formed? A. 
Not all of them, no, sir. 

Q. What interest had the bank in it beyond the loan? A. The bank had a 
portion of the stock, I do not remember just what it was offhand, but there was a 
certain big bonus to come out of it if the matter was floated. 

Q. $30,000 is the value of the bonds, how much-was loaned them? A. We 
loaned them thirty or thirty-five thousand dollars at first and when the company 
was re-organized we took the bonds in place of the debt to the bank; the property 
seemed to be very valuable down there, | went down and looked it all over, and they 
seemed to have a good process for making graphite, I thought it was good at that 
time; McCuaig & Company of Montreal were looking into it and they thought they 
would be able to float it and get everybody out of it with a good profit. 

Q. What happened it? A. It happened that they were unable to make a 
flotation of the business up to the time of the failure of the bank; there were so 
many things thrown on the market at the time; Black Lake, and I don’t know what 
all; they hung fire. 

Q. What is your view as to the position of the bank if it had been wisely and 
conservatively managed from the start, what is your view as to what the outcome 
would have been? <A. It would undoubtely have been a success. 

Q. Why do you say so? <A. Because there was plenty of room at that time 
for new banks, particularly for a smaller bank to drop into some of the places where 
there were no bank facilities at that time. 

Q. Were not you starting on a scale of expenditure that was altogether out of 
proportion to the bank’s capital, the business you were likely to do? A. It was 
rather out of proportion, but I think if you were able to carry your commission into 
the formation of some other banks you will find that nearly all started that way. 

Q. To what do you attribute the disaster that happened? A. The tying up 
so much money in bad debts. 

Q. What do you include as bad debts, do you include the Keeley Mine? A. 
Certainly, that was the last straw that broke the camel’s back. 

Q. Was it not one of the first straws that started trouble? A. No, we had 
these advances in the Toronto office, a good many that you were going over this 
morning, that you did not wish to speak about publicly—I knew what you were 
referring to, but a great many of those advances were made in the early history of 
the bank. 

Q. Those that resulted in losses? A. Yes, in tying up the capital. 

Q. I thought you said that when the $25,000 Provincial Government deposit 
was obtained it was not because you said you could not part with $25,000 of the bank 
money? A. As I had promised certain moneys around and I could not assume 
another liability of $25,000 at that time. 

Q. Unless you got some other? A. Some other assistance. 

Q. From what class of people did you get your deposits? A. Farmers. 

Q. Mainly at the branches outside of Toronto? A. Yes, we had good 
deposits at some points. I differ with Mr. Clarkson on that ground, because I think 
we had $100,000 at some of these little places, if not more. 
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Mr. Crarxson: I think only one at the time of the failure? A. It is easy 
enough to figure out on the basis of $100,000 on deposit and on the average circula- 
tion there with small expenses— 

Mr. Commisstoner: What led you as managing the bank to lend these very 
large sums on these highly speculative properties as securities? A. What do you 
refer to? 

Q. Take the Graphite Company, the Keeley Mine and all these things? A. 
The Graphite was a matter of later doings of mine; had that been in the early 
history of the bank I would not have taken it up, but as I had got behind and was 
trying to get some underwriting or some deal by which I could make up some of 
these losses I was induced to go into some of these things. 

Q. You were getting as usually happens deeper down all the time? A. Yes, 
no question about that. If I could have turned the Keeley Mine over for the large 
sum of $600,000 I would not have been in the position I am to-day, I hoped I would 
have pulled it through. 

Q. What class of paper did you discount in the early days? A. In the 
early days we discounted Farmers.notes at the branches. 

Q. What business did you do at the Toronto branch? <A. At the Toronto 
branch we made some loans to Dr. Nesbitt and some others that were not first class 
at first; I thought in making the first loans to Nesbitt I was getting a first mortgage 
on the large furniture factory at Bracebridge, but I found I was mistaken, I was 
getting a second mortgage; that was being my own lawyer and a fool client; the 
Keeley Mine, I went into that knowing we were behind, knowing we had to make up 
some money somewhere. 

Q. At the beginning? A. We were a year and a half in business at that 
time and we had this $125,000 of organization expenses and commissions and all 
that sort of thing behind; I was carrying that on my own note and as Mr. Clarkson 
explained, I wanted to get that wiped out of the road, and that induced, me to go 
into the Keeley Mine in the first place. 

Q. You bought out Dr. Beattie Nesbitt’s interest, cancelled his Widehtadiess 
and his wife’s by “the payment of money taking over those stocks at a later date ; 
what was the object of that? A. So that I would be able to sell it to these New 
York people. 

Q. Did the proposition or the suggestion of that transaction come from you or 
Nesbitt? A. I think it came from me, I think at that time when there was that 
threatened suit; I had that in my mind at that time. 

Q. Take this transaction with Wishart, what possible justification was there 
for lending him thirty or forty thousand dollars on that Welsh Mine? A. The 
Welsh Mine was very valuable, I could have turned it over at that time at a profit 
and had Wishart had a ce for $200,000 as against $145,000 that I had, I 
thought that I would let him have it. 

Q. What made you so trusting with a man like that that had deceived you 
before, had acted badly, forced your hand and then you take his word and hand over 
all you had in this mine? A. MHoped against hope that he would land one of these 
propositions, and I would get out of it. I did not think he would do as he did in 
the Welsh Mine, completely absorbing the whole thing. 

Q. Do you think it was a trick on his part, the pretence he was about to sell 
it? A. Yes. 

Q. A trick to get it into his hands? A. That is my opinion now; he did 
the same thing in the Valveless Company too. 

Q. What about the Big Vein Copper Company? A. That was the stock 


John Tevis borrowed money on in regard to that Syracuse deal, Mr. Clarkson gave 


you an outline of that. 

Q. Do vou agree in his view as to what your motive was in trying to make 
that transaction? A. Not altogether, nearly so, though; I will give you the 
transaction at Syracuse from my side. After this deal in New York, in which 
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the stock of the Piano Company was exchanged for the bank stock, the Knabe’s 
got from the Federal Life an option of purchase on which they paid $100,000 cash. 

Q. The Federal Life? A. Paid Mr. Dexter and Mr. Hazlitt and others 
who controlled these stocks, they paid them $100,000 in cash; that $100,000 they 
transferred from the bank in New York to the Farmers Bank in Toronto, and I 
paid it over to them; therefore, I knew that the matter was genuine. After that 
they asked me to meet them in New York, and I met Mr. White, who was the 
Lieutenant-Governor of the State of New York, with them. He stated that the 
People’s Mutual were in a decline and they would probably go out of existence; 
that a little bit of money would purchase the company; that they could re-insure all 
the risks in the Federal Life when they got it, and liquidate this People’s Mutual 
leaving a balance of five or six hundred thousand dollars. Mr. White assured me 
that he had the sanction of the Insurance Department at Albany; he was the 
‘Lieutenant-Governor of the State; I came back to Syracuse with Mr. White and 
spent an evening in his house and discussed the whole matter, and it looked to me 
like a good business. The proposition was that we should purchase $150,000 of 
Syracuse Waterworks bonds. I agreed to that, to give them money— 

Mr. COMMISSIONER: Who held the Syracuse bonds? A. The People’s 
Mutual Life. The whole thing was a scheme, as you will see after I get through. 
J said, “I have not got $150,000; I cannot spare it”. “If you will bring down 
$150,000 of your currency we will have the First National Bank of Syracuse hold 
that currency until such a time as you are willing to redeem it.” I sent $150,000 
by express to Mr. White at Albany on the promise over the phone from Mr. White 
that the bonds would be sent to me by mail to reach me the same time the cur- 
rency would reach Albany. I was out of town for a day or so just at that time 
that money was sent. I found out on my returm that the securities had not 
reached here and I wired, or had the Express Company wire, to return the money 
to me, which came back. After the money was returned to me, through some 
leaky vessel in the Express Company, it got around that I was sending Farmers 
Bank money out of the country. That was the reason I took it down the second 
time. In the meantime, I cannot think of the man’s name for a moment, but he 
came from Syracuse to see me and said there was some mistake made about it; 
I do not know whether it was Tevis or not. W. G. Hunt—the lawyer in the city 
—he had been down in Syracuse negotiating this deal; he came up to me and ex- 
plained to me there was just a slip made and it was all right, to send it down 
again; and I thought to myself, “1 will not send the money through the Express 
Company, I will take it down”. Then Mr. Fitzgibbon and myself we packed- 
$150,000 in a satchel and we took it down to Albany; we kept it there in the hotel 
over night. The next day Mr. White called on me and said he had to go to the 
funeral of Mr. Reins, and he would be home to-night, and that I had better put 
the $150,000 in the vault of the First National Bank until he returned that even- 
ing; and Mr. Fitzgibbon and myself went over and we put the satchel inside of the 
safety vault and they locked the door; we took no receipt for it; it was just locked, 
just set inside the door. The president of the bank was there and said everything 
would be all right and to come back in the evening and we would complete the 
transaction. We went in the evening, Mr. White and the president of the First 
National Bank, I cannot remember his name—it does not matter—and Mr. Tevis 
and Mr. Hunt, the lawyer, and one or two others were there; they said they had 
difficulty in getting these securities; they wanted me to leave the money on deposit 
with the First National Bank on the promise of their sending them on afterwards, 
which I refused to do. Then, when we were about to leave, they suggested I should 
give them an informal deposit receipt, and we there and then entered into an 
agreement that this deposit receipt would not be effective until the 15th of Jan- 
uary following—that was in December, 1909—when they were to supply these se- 
curities and subscribe for the same amount of stock in the Farmers Bank, one to. 
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offset the other. I left that behind, brought the agreement with me—I think you 
have the agreement—and brought home the money. Immediately my back was 
turned they took this deposit receipt and put it into the till of the Mutual Life and 
took out the money and distributed it among themselves. The first I heard of 
the matter was that the Insurance Department was taking action to upset the 
transaction and they came over here and threatened suit against the bank unless 
we paid this deposit receipt. Mr. G. H. Watson acted for me and went into the 
whole details of it and said we were not liable and we refused to pay it, and they 
never brought any suit against us, but the Insurance Department ordered them 
to refund that money. | 

Mr. Hoperns: The Insurance Department over there. A. The Insurance 
Department at Albany, and they got it all back down to Tevis’s. 

Mr. CoMMIssIONER: $15,000? A. Yes; then it was a question of our get- 
ting our deposit receipt back; and getting out of the affair by loaning Tevis 
$15,000. ; 

Q. What do you think the plot was? A. To beat the Farmers Bank out of 
$150,000. If I had left that money there we would never have seen a dollar of it. 

Mr. Hopeins: Was any commission paid on that transaction to any one?. 
Not to me. 

Q. Any one connected with the bank? A. Yes, I believe there was. 

Q. To whom? A. Mr. Fitzgibbon, I believe, got $1,000. 

. What was that for? A. I could not tell you; he will have to explain 
that himself; I found it out afterwards. : 

Q. Paid by whom? A. It was paid by M. G. Hunt, the lawyer. 

Q. What was the most profitable period in this bank? A. The most pro- 
fitable period would be in 1907, I think, we were in the best position. 

Q. That was just about a year after it started? A. Yes. 


The Commission adjourned at 4 p.m. to 11 a.m. to-morrow. 


Toronto, May 30th, 1912. 
The Commission resumed at 11 a.m. at Osgoode Hall. 
GEOFFREY T. CLARKSON, Examination Continued :— 


Mr. Hoperns: There are some matters you want to speak about? <A. I 
want to mention one thing; there are some newspaper reports which seem to indi- 
cate that I stated that I regarded it as improbable that the Keeley Mine would 
turn out to be worth anything. JI do not remember ever having made such a state- 
ment, as it was apart from my opinion. I have drafted a memorandum: if I may 
read it, to make the matter clear. It is reported in some of the papers that I ex- 
pressed a doubt as to the Keeley Mine turning out to have any realizable value 
whatsoever. I do not remember giving any such evidence, as it does not accord 
with my opinion; but, if any such suggestion could have been drawn from what I 
said, it was corrected by the Commissioner, when Mr. Travers was giving evidence. 
I did say that I was not prepared to make any statement as to what the pro- 
perty would ultimately produce, for the simple reason that neither I nor any other 
person can do so, and IJ further said that I do not desire to advise shareholders 
or depositors who have lost heavily by the failure of the bank, and can ill afford 
to risk more, as to whether they shall or shall not advance money to develop the 


property. 
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The Keeley Mine is well situated at South Lorraine, with silver-bearing pro- 
perties on different sides of it. A considerable amount of development work was 
done on the property, and the records of the company indicate that approximately 
$20,000 ore was taken out during such development. At the present time, there 
are no ore bodies in sight, but the opinion is held by experienced engineers and 
miners that development ought to disclose further ore bodies. It is difficult at 
this time to sell any undeveloped silver property for a large sum of money, and 
the only way in which the creditors of the Farmers Bank can expect to recover 
any reasonable amount of the property is by dealing with it upon such terms as 
will permit a purchaser to develop it at his own expense, with the right to pur- 
chase it at a reasonable figure, if after development, the results obtained warrant 
him in doing so. In negotiations which are pending along these lines, I have in- 
sisted that the Farmers Bank shall have the right to retain an interest in the pro- 
perty, so that in event of it turning out to be as valuable as Mr. Travers believes, 
the creditors and shareholders of the Farmers Bank may participate in the bene- 
fits. f 

At present time, litigation is pending between myself and the Trusts & Guar- 
antee Company, with regard to certain securities held by them. If they are suc- 
cessful in the suit, the disposition of the Keeley Mine will be under the sole control 
of the Court, and myself. On the other hand, if the estate is successful in the 
htigation, the Trusts & Guarantee Company will have to look to the Keeley 
Mine to recover on securities held against advances made. Under these conditions, 
if creditors and shareholders feel disposed to advance money for development, they 
will have to deal with this situation. The Trusts & Guarantee Company has ren- 
dered every assistance in dealing with the property as so to conserve as much as 
possible to creditors and shareholders, and allow a disposition of the property to 
the best advantage. 

There are a couple of other matters I would like to mention. In discussing 
yesterday as to the causes of the failure of the Bank, I said nothing about the 
directors, but I regard the directorate which the Farmers Bank had as incapable of 
looking after the affairs of a Financial Institution. 

Q. You mean from start to finish? A. I won’t say everybody on the 
Board, but there were many on the Board from time to time that had no experience 
in financial matters and were not qualified to look into the affairs of a financial 
institution. I told them that at the time of the failure. Another thing I want to 
say is that the liquidation of the Bank will probably be long drawn out from the 
character of the assets, and the expense of lhquidating will be very heavy propor- 
tionately. 

Q. Why should it be particularly heavy? A. Because I do not think there are 
two accounts out of five in that Bank that we have not had to litigate over and deal 
with. through the Solicitors. There are very very few securities taken by the Bank 
that were taken properly. | 

Q. Whose fault would that be? A. I think probably Mr. Travers was 
experienced enough to take proper securities, but I do not think his staff was, and 
they neglected to take securities which an ordinary Banker would have taken, and 
if taken would have saved the bank many thousands of dollars. Another thing that 
was said was this, that I had instructed the Solicitors to issue a writ against the 
Trusts & Guarantee Company for interest upon that circulation deposit. I do not 
think I said that. I never gave any instructions to issue a writ. I said I had 
referred the matter to the Solicitors, and we were taking it up with the Trusts & 
Guarantee Company. That is the condifion. ~ 

Mr. CommissionER: What do you say about the Provisional Board, its 
capacity to inaugurate a successful Bank? <A. Well. Sir— 

Q. What were their occupations? A. One was a promoter, a couple of them 
were promoters. 
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Q. Name them? A. Lown was a lawyer; Smith is a promoter,—and I 
think it is fair to say we are winding up another financial institution where exactly 
the same condition has obtained, the Monarch Bank where two-thirds of the money 
received went away in commissions; it did not get a certificate. 

Q. Who was Mr. Lown? A. He was a Solicitor. 

Q. Practicing where? A. I never heard of him before this bank matter: 
I understand Toronto. 

Q. He was the President, was he not? A. Lown was the. Chairman of 
the Board. 

Q. Who were the others? A. There was Smith; he is a Bank promoter. 

Q. Did you mean he was connected with the Monarch too? A. He was 
connected with the Monarch Bank. 

Q. Gallagher? A. He was a merchant I think; I don’t know anything 
about Gallagher, he is dead. Watson was a brewer, and Fraser, the Archeologist, 
and Dr. Ferguson was a physician. Dr. Ferguson has had more experience than 
any of them in financial matters. 

. Mr. Hopetns: You would not expect the Board of Directors to have anything 
to do with managing a bank? A. Not managing, but directing the policy of the 
bank and supervising loans. That is all I wanted to say. I just want to correct 
those points. 

Q. I see it stated in one of the morning papers that the “ World” indebted- 
ness was paid off, is thatso? A. The “ World” indebtedness was paid off yesterday. 

Q. So that there is no loss in that account at all? A. No, I did not look 
for a loss. 

Q. But that is now disposed of entirely? A. Yes. 


W. R. TRAVERS, Examination continued :— 


Mr. Hopains: There is something here to indicate an effort was made by 
Mr. Greenwood to get a deposit from Mr. Stevenson who I think was Chief Ranger 
of the Independent Order of Foresters? A. Yes, I think he tried to get a deposit 
for me at one time. | 

Q. Was that effort successful? A. Yes, they made a deposit with us, or 
rather the Union Trust Company who are allied with them-made a deposit with us. 

Q. He had some connection with that too, what year was that, 1907 or 1908? 
A. J could not speak positively on that, the books would have to show that. 

Q. I asked you the reason for lending the “World” money; had they an 
account with your bank, an ordinary banking account, before you commenced to 
lend or discount for them? A. No, I don’t think they had. 

Q. How about your relations with the “ World ” ; were you friendly with Mr. 
Greenwood and Mr. Maclean? A. I was friendly with Mr. Greenwood. I did 
not know Mr. Maclean. 

Q. Had you known Mr. Greenwood long? <A. I don’t remember how long 
I had known him, it seems to me it was some time. 

Q. Before you commenced to deal with him financially? A. Yes, I knew 
him before that. 

Q. What was the character of the dealing, was it an ordinary account on 
which they overdrew? <A. No, I discounted their note, the first I remember. I 
think all the transactions were on notes. | 

Q. What connection had the money you lent him with the money he got on 
deposit? A. Simply in order that my reserve fund was not depleted. He ob- 
tained deposits for me. 
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Q. Did he obtain any other deposits except the two that were mentioned, the 
Provincial Treasurer and the Union Trust? A. JI cannot remember now any 
others; he was always doing what he could for me. 

Q. Was there any improper pressure brought to bear upon you to lend him 
money? A. No, I cannot say there was. 

Q. From beginning to end? A. No, I am quite sure there was no im- 
proper pressure brought to bear upon me. 

Q. Was the account one of the large accounts in the bank? A. It ran up 
into large figures. 

Q. What do you call large figures? A. I think it was about $16,000 when 
the failure came. 

Q. Had you securities for that? A. We had the endorsement of Mr. Mac- 
lean and Mrs. Maclean, if I remember right. 

Q. What do you say as to their sufficiency? A. I thought Mrs. Maclean 
was quite good for it at the time. 

Q. Did you deal wholly with Mr. Greenwood? A. Yes, I should say I 
did, but adding to that that Mr. Maclean accompanied him very frequently. 

Q. I find a copy of a letter addressed to the Provincial Treasurer here which 
IT would like you to tell me if that was sent; it is only a copy? A. Yes, I re- 
member writing that; I should say that letter was sent. 

Q. What is the date of that letter? A. June 18th, 1908. 

EXHIBIT 68: Copy of letter dated June 18th, 1908, to Hon. A. J. Matheson, 
Provincial Treasurer, Toronto. 

Q. I find that the first deposit in your bank was on May 20th, 1907; just 
look at those two letters which are undated except that they are both in June; it 
does not say what year. I want to see if they are the same year (referring to let- 
ters subsequently filed as Exhibit 69)? A. I could not swear positively what 
year, but I am of the impression that it is a year later than that other letter, than 
June, 1908. If you have the file this was taken off it would probably show. 

Q. Those letters.are from Mr. Greenwood, and they speak of meeting Colonel 
Matheson on the 20th and 21st June, and they ask you for a copy of the sections 
of the Bank Act relating to Government deposits. You see we have not got the 
conclusion of that account; we have its beginning on May 20th, 1907, and the 
issue of the first deposit receipt on June 14th, 1907; does that throw any light on 
the date of those letters? A. No, I cannot connect that letter with the original 
deposits of the Provincial Treasurer. 

Q. Did you get any answer ‘to that letter to the Provincial Treasurer that 
you wrote? A. My recollection is I did, but no such letter I believe can be 
found on the files. 

'Q. I have seen no such letter; I found that copy, but I did not find any let- 
ter; what is your recollection about it? A. My recollection is that the Provin- 
cial Treasurer wrote me that he had made no promises to anybody about making 
deposits with the bank, or words to that effect. 

Q. Did he, after that letter, make any deposits such as you requested? A. 
I could not say that positively whether he did or not. | 

. At June 18th, 1908, the $10,000 deposit receipt had been given on June 
14th, 1907, and on May 13th, 1908, the deposit receipt for $15,000, and May 19th 
another deposit receipt for $10,000, were those the only three deposit receipts 
issued? A. Yes, and since then, according to the books, as far as we have them, 
down to the 31st December, 1908, it appears there were some deposits and with- 
drawals, leaving at the end of December, 1908, a credit balance of $2,165.60. The 
total claim of the Provincial Government at the date of the failure— 

Mr. CoMMIsSIONER: We got that yesterday. 

Mr. Hopeins: It was based upon those two last deposit receipts? A. I 
would say so, yes. 
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Mr. CoMMIssIonER: Is the ledger after this missing? 

Mr. Hopveins: Yes. 

Mr. CoMMISSIONER: Where is the ledger before this? 

Mr. Hopeins: That is transferred from cash book. 

Mr. CoMMIssIoNER: According to this, the account began 20th May, 1907. 

Mr. Hopeins: Yes. 

Mr. Commissioner: Is it not probable, looking at this ledger, that this is 
1907 (the letters of 20th and 21st June, Exhibit 69)? A. Looking at the 
liability ledger of the Toronto Branch, it would appear that the first transaction 
with the World newspaper was in 1908, January, 1908, so that I could hardly 
connect the two. 

Mr. Hopveins: That is ie first time you commenced to lend to the World? 
A. .Yes,.that would be the first. 

Mr. CoMMISSIONER: That means that the account of deposits from the Pro- 
vincial Government had been running for-a year before that? A. It would 
appear that the bank had been in business a year before any advances were made. 

Q.- And a deposit receipt had issued? A. That the deposit receipt had 
been issued to the Provincial Treasurer a year before that. 

Mr. Hoperns: That is the first $10,000 receipt ? AS ai har tise ther nirst 
transaction. 

Q. ‘The first transaction with the “ World’ Newspaper Company was January 
10th, 1908; what is that, a discount? A. A loan of $200.00. There is another 
loan in J anuary of $300. 00. 

Q. + That-is December ; would that be December 31st, 1907? A. Possibly 
it may be. , 

Q. That “ World Newspaper Company, F. W. Stair, $300.00,” Aue to be 
out of its place there? <A. Yes. 

Q. You carry it forward from December to some time in J cia? A. 
Yes, but there is some balance carried forward showing this was the starting of 
the account, unless this was an odd one that was outstanding that they picked up 
in the account in opening. , 

Q. It would not be the 31st December, 1908? A. No, it must be 1907. 

Q. It appears to have gone on pretty regularly from that on, January, 19038. 
Is there any other book you can look through to verify what appears by this that 
that is the beginning of the account? A. No, that is the only book I could put 
my hand on now that would show that. If that had been carried forward it would 
appear in the balance. You will find it carried over here; there is the balance; 
that is carried down from here. There is the account carried forward, balance 
$2,351.00; as there is no balance brought forward there, I take for granted that 
is the commencing of the account. 

Q. What is the meaning of this World Newspaper Company, page 384, sun- 
dry account? A. That indicates each separate account that went in there. 

Q. What was that page you looked at? A. 361 and 362. 

Q. That is the one you say is the beginning of it? A. Yes; I would have 
to modify that now by saying that these odd amounts were brought over. 

Q. That is December 31st, 1907? <A. Yes. 

Q. Look at pages 383 and 384, compare those first; take those first items 
and look at those four items down to December 31st, and, reading from 361, the 
first is January 10th, World Newspaper, $200.00; the next is Hast & Company, 
January 13th, and the next the 21st, Davidson Morrison twice, and then Decem- 
ber 31st, World Newspaper, F. W. Stair? A. Those are the same ones trans- 
ferred. ‘ 

Q. Then 367%, that is forward—? A. From 362. 

Q. That is still later in date then? <A. Yes. 


Q. Then from here it goes on in the regular order apparently? A. Yes. 
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WILLIAM H. GREENWOOD, Sworn, Examined by— 


Mr. Hoperns: What is your occupation? A. Journalist. 

Q. Are you connected with the “ World” newspaper? <A. Not now. 

Q. You were, were you? A. I left about 1st December, last year. 

Q. What was your position in 1907 with the “World”? A. I was managing 
editor, or managing director, of the paper. 

Q. When did you commence to deal with the Farmers Bank or Mr. ava 
in connection with loans and discounts? A. I think it was early in 1907. 

Q. The books Mr. Travers pointed to this morning do not indicate that? 
A. I think it was before a deposit was asked for from the Ontario Government 
for the Farmers Bank; we were discounting some papers through the Farmers 
Bank at that time. 

Q. Would it have taken the form that it certainly did in the books that Mr. 
Travers pointed to, a pretty continuous, active, almost daily account? A. I 
rather think so, yes. 

Q. 1907? A. JI had in my mind that we had been doing business with 
the Farmers Bank before I went to the Ontario Government and solicited a deposit. 

Q. I want to get your statement as to when you commenced to deal with the 
Farmers Bank? 

Mr. CoMMISSIONER: Were there notes given, and if so, if they have a bill . 
hook, that would show it. 

Mr. Hopeins: What was the character of the account? <A. It was a dis- 
count account, customers’ notes; advertising account. 

Q. What was your regular bank, who did you do business with? A. The 
Sterling Bank. 

Q. During all this time did you continue to do business with the Sterling 
Bank as well as the Farmers? A. Yes. 

Q. Did the Farmers get all the business or merely your odd business? A. 
Odd business. zs 

Q. Until when? A. I think until the bank closed. 

Q. Did you begin in that way discounting odd customers’ notes? A. I 
think that was the way we began getting advertising accounts. 

Q. And later on you got a direct loan? A. Yes. 

Q. Do you remember in connection with the account any matter that hed 
to do with Mr. Stair? A. I remember Mr. Stair gave us a note for his adver- 
tising account which we had discounted. 

@. Would that be the beginning of the account; do you remember that as 
the starting point? , A. I cannot fix that as the starting point. JI fancy the 
cashier of the World was getting some of those small notes discounted where he 
could get them discounted. 

Q. That was entered up on December 31st, 1907; it is said to be transferred 
from Stair’s account, perhaps that will throw some light on it. On what basis 
were the notes discounted originally? A. On a business basis. 

Q. Any inducement held out to Travers to lend the money? A. I don’t 
think there was. 


Q. You would know? A. I would know. 

©. You did practically the entire business? A. Yes. 

Q. Were any suggestions made he would get into trouble if he did not? A. 
No. 

Q. Quite.sure of that? A. Certain, sir. 

Q. Did you interest yourself in getting deposits for the Farmers Bank? A. 
Yes. 

Q. Why? A. We wanted to get a large loan from the Farmers Bank to 


assist us in our financing of the Toronto World and Mr. Travers said he had just 
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enough money to take care of his present customers and he could not add any 
other customers, and he had not any more money, and deposits were necessary to 
carry on the business; and I said I would see what I could do to get deposits for 
the bank. I looked up the monthly Government Statement regarding the Farmers 
Bank and I saw it was in a good, healthy condition; it was a young bank, it was 
true, but every month that I looked at the Government Statement it showed the 
bank was in good shape. 

Q. Did you look at the Government Statement every month? A. I had 
to look at the Government Statement every month in my business as a newspaper 
man. 

Q. Did he refuse to do any business with you till you got a deposit, or did 
you begin before you got a deposit to do business with them? A. I think we 
were doing business with him before we got the deposit; I am pretty sure we were. 

Q. What was the first deposit you got; who from? A. The first deposit, 
I saw Colonel Matheson in regard to putting a deposit in the Farmers Bank. 

Q. That was the first one? A. That is the only one I remember. 

Q. You remember interesting yourself with Mr. Stevenson? A. Yes, I 
thought you were referring particularly to the Government. 

Q. Iam referring to any deposits you induced? <A. Yes. 

Q. Which was the first, the Ontario Government or Stevenson? A. The 
Ontario Government first. 

Q. Can you at all identify the date of these two letters (Exhibit 69), be- 
cause like every newspaper man, you are as economical of writing as you can be? 
A. This first one I cannot fix a date on it; it was during my negotiations with 
Colonel Matheson trying to get him to put a deposit with the Farmers Bank. 

Q. Was it in connection with your earliest negotiations with him? A. I 
think so. 

Q. Did you go to Colonel Matheson more than once to get deposits? <A. I 
rather think so. ; 

Q. Having got one did not satisfy you? A. That was not it, it required 
several times to get the one. , 

Q. Were your efforts confined merely to getting one deposit? A. Later I 
tried to get further deposits from the Ontario Government. 

Q. With what success? <A. I don’t think I had any success. 

Q. What was the amount of the deposit that you succeeded in persuading? 
A. $10,000. 

Q. Do you remember when that was? A. I think that was in May, 1907. 

Q. Those letters are written in June, clearly? A. - It may have been in 

June then; May or June; I cannot fix a date about when the deposit did come. 
Q. It is curious, because the first deposit receipt was issued on the 14th 
June? <A. This (letter of 21st June) looks as if this was during my soliciting 
campaign with the Colonel to get the deposit placed. I was trying hard to get an 
argument before him why he might see his way clear to put a deposit in the 
Farmers Bank. | 

Q. What was the argument? A. The statement in the Bank Act regard- 
ing Government deposits; I think they had a special lien on the assets of the bank ; 
that was one argument. My other argument was the monthly Government state- 
ment from Ottawa showing the bank was in good condition. 

Q. Did you urge this on Colonel Matheson? A. Yes. 

Q. Had you any knowledge of the state of the bank’s affairs at that time 
other than what you had gathered from the monthly return? A. Absolutely 
none. 


Q. Are those dates of June, whatever year they may be, correct on those 
letters? > As) ¥ es, 
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Q. Because it is funny that in neither of those years was any deposit receipt 
issued after June—what is the date of those letters? A. June 20th and 21st. 

Q. This may have been in connection with other efforts you made which you 
described as unsuccessful? A. With the Colonel? 

Q. Yes? A. I think this was part of my first campaign as I remember. 

Q. The first deposit receipt is dated June 14th, 1907, for $10,000; you think 
that was your first effort? A. I think so. 

Q. The deposits commenced to reach the bank on the 20th May, 1907, and 
were cancelled in a deposit receipt on the 14th June, so that if those dates are 
right and the year is 1907, it would certainly be after that? A. It looks that 
way. 

: Q. Supposing those are the next year, 1908, the two deposit receipts were 
issued on May 13th and May 19th, respectively; so that if that is 1908 that was 
after those? A. Yes, June comes after May, certainly. 

Q. Those are obvious facts; it is only with a view of ascertaining the true 
year? A. I wish I could remember that.. 

Q. You cannot throw any further ight? A. No, I cannot. 

Q. And you never got any more than $10,000 deposit from Colonel Mathe- 
son? A. I think that was all from the Colonel. 

Q. Did you disclose to him at all that your object was to get a loan? A. 
I may have done that, because I was very frank; there was not any argument 
that I left unsaid, sir, in trying to get the deposit, because we needed the money 
on the World; we had good paper, our assets were alright, but it was hard for 
the Toronto World to borrow: money. 

Q. Did anyone else connected with the World see Colonel Matheson other 
than yourself in connection with that deposit? A. I think not; I think I was 
the only one that saw the Colonel. 

Mr. CoMMISSIONER: It is manifest from the date of that letter, and from 
the dates of these deposits in the book that that letter could not have referred 
to the $10,000 deposit, don’t you see that? A. Yes, it must be so, because the 
deposit was put in in May. 

Q. What does that lead you to conclude? A. That I was possibly trying 
to get another loan, another deposit, rather. 

Q. And-did not succeed? A. Yes. . 

EXHIBIT 69: Two letters dated June 20th and June 21st, above referred to, 
from W. H. Greenwood to Mr. Travers. — 

Mr. Hoperns: Perhaps you could ascertain the date when you first com- 
menced to deal with the bank; who was the treasurer then? A. Mr. Remion, 
the present secretary-treasurer, would know. 


HONORABLE A. J. MATHESON, Sworn, Examined by— 


Mr. Hopeins: You are Provincial Treasurer of Ontario? <A. Yes. 

Q. And you were Provincial Treasurer in 1907 and 1908? A. Yes. 

Q. There is a deposit account which began with the Farmers Bank on the 
20th May, 1907, which in June was transformed into a deposit receipt; how did 
that come to be made in the Farmers Bank? A. JI am speaking entirely from 
recollection, but my recollection is that Mr. Greenwood is mistaken about asking 
me at that time; the first time he asked me was the next year, 1908, and my 
recollection is that Dr. Beattie Nesbitt met me in the corridor one day and com- 
plained against our discriminating against the Farmers Bank and asked me to 
make a deposit—we keep a current account and a special deposit account—on the 
16th May, was it? 


- 
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Q. May 20th it began, 1907? A. The 16th May, 190%, according to our 
books. 

Mr. CoMMISSIONER: ‘That may be so, because it is transferred from the cash 
book? A. And we went on depositing their own cheques and also miscellaneous 
cheques and cash, post office orders, express orders, and currency, until the 12th 
June a cheque was made out for $10,000 to be transferred to special deposit, and 
it was made on the 13th—I see from the evidence here that the deposit receipt 


was actually made on the 14th—and it was as a result of Dr. Nesbitt, who was 


then president of the bank, asking me. Then from that on we continued to deposit 
their own cheques in the Farmers Bank, cheques on the Farmers Bank in the 
Farmers Bank. 

Q. The account appears to run on, nothing ae neice between June and 
October, and January, 1908, there are some sums deposited? A. At the end 
of the financial year we always cash all deposit receipts in order to get the interest. 

Mr. CoMMISSIONER: There is no deposit until the 21st April? 

Mr. Hoperns: Then in May, 1908, there were two other deposit receipts 
issued to you, May 13th and May 19th, for $15,000 and $10,000 respectively ? 
A. Yes. 

Q. How were those got? A. I have been trying to recollect about those; 
I have nothing to go by except my memory; I cannot remember them. I am cer- 
tain Dr. Beattie Nesbitt did not ask me in 1908, not directly, not personally ; that 
is my memory; he might have asked me through others. 

Q. Did anything occur between you and Dr. Beattie Nesbitt other than you 


_ have told us in connection with the first account? A. Nothing that I remember; 


I only remember meeting him one day in the corridor and speaking to him. 

Q. Had you any reason to believe the Farmers Bank was not in good condi- 
tion? A. No, I studied their returns and I thought it was perfectly safe, other- 
wise I would not have made any deposit. 
~  Q. Did you know anything about the Keeley Mine at that time? A. No, 
I never heard of the Keeley Mine until the bank failed. I knew Dr. Beattie Nes- 
bitt was in some mining speculation up North, because I met him up there and 
was talking with him. 

Q. Would this statement be correct or incorrect, speaking of certain corre- 
spondence which was put in this morning, “ These facts gathered together would 
seem to indicate that the funds that enabled Dr. Beattie Nesbitt to go into the 
Keeley Mine speculation and bring the bank to its ruin were actually obtained 
from the Treasurer of Ontario through the influence of the managing director of 
the World or some other person or persons unknown”? A. I have been trying 
to recall about who spoke to me about that time; I cannot remember. 

Q. You never heard about the Keeley Mine ‘till after the failure? A. No, 
J never heard of the Keeley Mine till after the bank failed, except that I was told 
that Dr. Beattie Nesbitt was in some mining speculation up North. Advances 


were not made with any view of getting a loan made to Dr. Beattie Nesbitt. 


Q. Had they any connection, this speculation and this deposit? A. Not 
that I know of. 

Q. Would you just see whether you got that letter which has been put in, 
dated 18th June, 1908 (Exhibit 68)? A. I*never got this letter and never 
answered it, and in this he asks for $10,000 further, and instead of giving him 
$10,000 further the next change in the deposit was to withdraw $10,000. 

Q. That letter appears on the files of the bank, and was handed to me by 
the detectives? A. I am satisfied from my memory, I did not get it and I am 
satisfied from the nature of it if I had got it we would at once have withdrawn 
all deposits from the Farmers Bank. 

Q. Was there any influence by some person, other than the managing direc- 
tor of the World, whose name was not mentioned? A. Several people spoke to 
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me about advances to the Farmers Bank; in fact, for all the banks with perhaps 
one or two exceptions, every bank in Toronto—we keep accounts in all the banks 
in Toronto, and with perhaps one or two exceptions the friends of every bank 
have asked for deposits in a legitimate way. 

Q. Was there anything to differentiate this from those other applications? 
A. No; I heard a good deal of gossip about the standing of the Farmers Bank, 
but I was very much influenced by the “Canada Gazette” return, and if I had 
not thought it perfectly safe, they would not have had anything. 

Mr. CoMMISSIONER: You said that when Dr. Nesbitt spoke to you he said 
you were discriminating against the Farmers Bank; perhaps you would elaborate 
that; what does that mean? A. That the other banks showed provincial deposits 
end they did not, and it hurt them with other people in getting deposits, and 
they paid us taxes, collected our cheques, paid our cheques at par; all these banks ~ 
pay our cheques at par. 

Q. They thought that was a discrimination against the bank? <A. Yes. 

Mr. Hoperns: You say at the end of the financial year you always cash — 
deposit receipts; when did the financial year end in 1907? A. That year I 
think it was the 31st December. It is the 31st October now, and has been for 
two. or three years. 

Q. Perhaps I should ask you further in regard to Mr. Greenwood’s evidence ; 
‘do you recall his interview with you? A. He bothered the life out of me, saw 
me a dozen times, and those letters were not written to me, they were written 
to the bank, but they are 1908, I believe, because I am satisfied that he had noth- 
ing to do with the first deposit made in May, 1908, and he did not get any fur- 
ther advance at that time. 

Q. You heard his evidence as to what statement he made to you; how does 
your recollection accord with that? A. As far as I remember, it is so long ago, 
it is four of five years ago, I would not like to contradict it, except as to the one 
point, 1907; I think he is mistaken in that. 


WILLIAM H. GREENWOOD, Recalled :— 


Mr. Hoperns: Q. You want to make a further statement, I think? A. 
It has been suggested in the Globe this morning that apparently Dr. Beattie. Nes- 
bitt and I were the two people who went up to the Ontario Government for cer- 
tain deposits; I do not know anything about what Dr. Beattie Nesbitt did with 
the Ontario Government. I was only working for the Toronto World and I want- 
ed to get a loan from the Farmers Bank in order to assist us in financing the 
Toronto World on legitimate security. I do not know a solitary thing of what 
Dr. Beattie Nesbitt may have done in regard to getting deposits. 


Mr. CoMMIssIonER: Did Beattie Nesbitt go with you at any time? A. 
Never. 


- 


ALFRED GORDON TRAVERS: Sworn, Examined by :— 


Mr. Hoperns: Q. You are a son of Mr. W. R. Travers? A. Yes. 

Q. And the reason I called you was in connection with a box which I wanted 
to trace up? A. Yes. 

Q. That was said to have gone to your father’s house at the failure of the 
bank; there is a box produced here which has been in the custody of the detectives, 
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so they tell me, almost ever since; will you just say if that box went up to your 
nouse? A. J think that is the box, sir. 

Q. Did you ever open it? <A. Yes, sir. 

Q. Did you take anything out of it? A. To the best of my recollection, 
I only took one article out of it, which was a letter my father asked me to get 
for him. 

Q. Was that letter to or from anybody whose name has been mentioned in 
the enquiry? A. I do not just remember whether it. has been mentioned or 
not; I think the letter was given to Inspector Duncan. 

Q. By you? <A. Yes, he wanted it. 

Q. Do you remember whom it was to? A. I think it was a letter to my 
father. 

Q. From whom? <A. From Mr. Warren. 

Q. I think I have that letter; that was the only thing that was taken out? 
A. To the best of my recollection that was all I took out. 

Q. What else was there in the box, any cheques? A. I am not sure 
whether there were cheques or not; I think there were some cheques. 

Were any of those moved? A. I do not know. 

By your:*< A. No.-sir. 

The box arrived at your father’s house, didn’t it? A. Yes, sir. 

Before the detectives got it? A. Yes. 

And was there for how long? A. I think a couple of months. 

Who had the key of it? A. The keys were lost. 

. Who was living in the house who would have access to the box if they 
open it? A. I was. 

Any one else? A. The servants; that was all. 

You were living alone in the house? <A. Yes. 

Q. During the whole time? A. My brother was there for a few days, 
that was all; he was visiting here and he stayed with me a few days at the house. 

Q. Where is your brother living? A. In Saskatoon now. 

Q. Had any one else in the house access to the box, or did any one come in 
and take anything out of it to your knowledge? A. No, sir. 

Q. Was Mrs. Travers living there? A. She was here for a few days when 
we moved, when we left the house. 

Q. Where was the box kept? ‘A. It was in the den. 

Q. You said the keys were lost—when it got there or became lost after- 
wards? A. They were lost afterwards, I think, because, I am not quite clear 
on that, but I think Inspector Duncan was unable to open it and asked me where 
the keys were and I could not find them. 

Q. Had the keys come up when the box came originally? A. I cannot 
say, sir. 

Q. Where did the box come from? <A. From my office. 

Q. Where did it come from to your office? A. It was sent up to my office. 

Q. From the bank or from Mr. Owens’ office? A. I presume it came from 
the bank, I do not know. ; 

Q. How long did it remain in your office? A. I think possibly a couple 
of days. as 

Q. We are anxious to find certain cheques and particularly cheques that 
are supposed to have disappeared; do you know anything about them? A. No, 
sir. 

Q. You removed none of them from the box? A. No, sir. 

Mr. CoMMISSIONER: How did you get the letter out of the box if you nad not 
any key? A. I must have had the key at that time. 


Q. Then the keys must have been there and must have been lost—how long 
after the box came there was it you picked the letter out? A. I cannot say 


coul 


LO” Soom oLO 


430 REPORT OF COMMISSION 
3 GEORGE V.,.A. 1913 


exactly, it may have been two or three weeks or a month; it was little time after I 
think. 

Q. And after that the keys somehow got lost or mislaid? A. Yes. 

Q. Was the box in such a way that anybody could have access to it before the 
keys were lost to it? A. Ido not think so. 

Q. Who carried the keys? A. I had the keys for some time. 

Q. Until they were lost, you had them? A. I think I did. 

Mr. Hoperns: Q. Did the Inspector get keys made or were they found again? 
A. Jam not quite sure, I think they broke the box open but I would not be sure. 


W. R. TRAVERS, Examination continued :— 


Mr. Hoperns: Q. You remember MacCorquodale gave his evidence here in 
connection with the payment by Lindsay of the $5,000? A. Yes. 

Q. I find a letter here of August 29th, 1906; I want to know if that letter to 
him was sent? A. I think so. 

Q. You see that is dated August, 1906; did he act for the Bank after that 
or act for you in selling stock after that? A. He was in and out of the bank 
there all the time; he was connected with the provisional directors before I took 
hold of it at all. 

Q. After this letter of yours in August, 1906, which tells him to keep out of 
the office, you would not have anything more to do with him—A. Yes, I remember 
this. 

Q. Had he anything to do with the Bank or selling stock? A. Yes, I think 
he was in and out of there after that. 

Q. Notwithstanding that you asked him to cease doing any further business 
for the Farmers Bank in August, 1906? A. Yes, I had not the say; the Provi- 
sional Board—yes, I had the say then—I think he did continue. 

Q. Were the relations friendly? A. He was a great friend of Mr. Lown, 
and Mr. Lown was with me nearly all the time. 

Exuisit 70: Letter from Mr. Travers to D. S. MacCorquodale, dated August 
29th, 1906. 

Q. There is a letter on the 19th October, 1906, which I confess I cannot 
understand. It is to the Manager of the Bank of Montreal, authorizing him to 
retain $20,000 out of the money when it comes back from the Government; was that 
letter ever sent? A. My recollection is that it was. Mr. Braithwaite was the 
Manager of the Bank of Montreal here, and he was also the Manager of the Bank 
of Montreal in Hamilton when I was there, and he was speculating in Bucket Shop 
and got behind and I helped him out of it and I thought he HES help me out of it 
and that is the reason I asked him to lend me $20,000? 

Q. He did not lend it to you? A. No, for some reason or other he backed 
down. 

Q. Was that letter intended to enable his bank, if they lent you the money, to | 
get it back out of the Fund? A. Yes, that is so. 

Q. It never became effective? A. No, he backed out of it before the loan 
was made. 

Exuipit %1: Letter dated 19th October, 1906, from Mr. Travers to the 
Manager of the Bank of Montreal, Toronto. 

Q. Is this the letter you speak of as having been written to the Finance Depart- 
ment, and was it sent? (Letter dated January 12th, 1907). A. I would say yes. 
That appears to me to be the letter I wrote that I spoke of in my evidence before. 

Exuipit 72: Letter, January 12th, 1907, from Mr. Travers to:the Minister 


of Finance. 
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Witness: That document I spoke about yesterday as having been copied 
into these minutes, I have since spoken to Mr. Hartley Dewart and he said he had 
it in his hands in the Police Court. 

Mr. CoMMISSIONER: That is the second agreement about commissions? A. 
The third, 15%. 

Q. There was the first agreement and then a memorandum on the back of it, 
and then you say one providing for 15%, a third one? <A. Yes. I notice Mr. 
Shaver is to give evidence; he really ought to see that in order to swear to these 
minutes. 

Q. Does Mr. Dewart remember where he saw it? <A. Yes, he thinks he can 
locate it. 

Q. Can findit? <A. Yes, he thinks so, and he said he would try. 

‘Mr. Hoperns: In dealing with Urquhart, Urquhart & MacGregor you wrote 
them on December "th, 1906, in reference to their account and you said “ You 
know, of course, as well as I can tell you, that we have been at very great expense, 
particularly so through the interference of William Laidlaw”; and Mr. Urquhart 
appears to have replied that the fact that you were put to large expense by other 
people is no reason why they should not be paid their reasonable charges; what 
expenses did you refer to when you said you had been put to very great expense? 
A. We had to pay Mr. Watson, K.C., $500 for defending that. 

Q. The vouchers do not show that? <A. I think they do. 

Q. It shows $250? A. Was not $250 paid later? 

Q. No? <A. My recollection is we paid him $500. 

Q. Any one else that you referred to? A. No, I do not know—ordinary 
expenses in connection with it, I could not say any particular. 

Q. There is a cheque here of Beattie Nesbitt’s in your favor dated May 15th, 
1907, which is for $3,000; what is that for? A. The News newspaper if T 
| remember rightly, had a judgment against him for about that amount and they 
came into seize the stock of the bank in his name, and I advanced him the money 
at that time to pay it off, and he paid it back to me later on; that is my recollection 
of it. 

Q. That is a cheque from Beattie Nesbitt to you, is that just payment back? 
A. That is the payment back. 

Q. Who was your Inspector? A. Mr. Fitzgibbon was practically the 
Inspector. 

Q. I thought Fitzgibbon was the Accountant? A. He was Chief Account- 
ant and Chief Inspector. 

Q. How often did he inspect the branches? A. I am sorry to say not very 
often ; he went out whenever I asked him to go. 

Q. There was no regular inspection? A. We had a young fellow under 
him named Spink who went out to the branches around and inspected them pretty 
regularly. e 

Q. Who inspected the Head Office? A. Mr. Fitzgibbon was supposed to 
inspect that. Do you mean the Head Office or the Toronto Branch? 

Q. I mean the Head Office in Toronto? A. The Head Office was inspected 
by the local Manager of the Toronto Branch and the Toronto Branch was inspected 
by Mr. Fitzgibbon. 

Q. Who was the local Manager of the Toronto Branch? A. Ido not remem- 
ber who was at that time; we had so many. 

Q. How was it the local Manager of the Toronto Branch did not discover 
any of these charges that were being made in the bank books improperly? A. I 
could not answer for him. 

Q. Did you show him anything? A. I certainly did not. 

Q. Is it possible to mislead an Inspector if the Bank Manager wishes to do so? 
A. It was not possible to mislead Mr. Fitzgibbon making those entries. 
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Q. He knew all about them and helped to make them? A. Yes, and helped 
to make them. 

Q. He must have connived with you to doit? A. I heard his evidence; he 
said he had to obey my order. 

Q. His inspection of that would not be worth mentioning? A. Certainly 
not. 

Q. To what extent was the inspection by the local Manager effective? A. 
He would simply take the vouchers and figures in the book and check them off and 
compare them; he would not go into the history of any particular entries; oh, it 
was perfunctory, that was all. 

Q. Apart from that there was no real inspection by any officer? A. No, sir. 

Q. You had no separate Inspector with nothing else todo? <A. No. 

Mr. CoMMIssIONER: What safeguard had the public, those that were creditors 
of this bank, depositing in it, against what happened? A. None whatever, under 
the existing conditions of the Bank Act. 

Q. What would be the objections, if any, to some means being Signa by 
which the Government could intervene and stop the operations of a bank that was 
found to be doing as this bank did? A. Undoubtedly they could. 

Q. That is the American system, is it not? A. The American system they 
have a bank Examiner that is appointed by the Government at Washington whose 
duty is to drop in at irregular times on those various banks and check them up, so 
to speak. 

Q. He has power to close the doors? A. Yes. The same system in a 
different way could be inaugurated here. My idea was, if you desire me to say so, 
that there should be a separate department in the Finance Department and a com- 
petent banker placed in charge of that whose duty would be to not only check the 
returns of the bank, but also the circulation. It would be a very easy matter for 
a competent banker to go into the Head Office of any bank and to form an idea 
as to the standing of that bank. The whole business of a bank really is conducted 
in the head office; the branches are merely arteries for bringing in deposits; the 
loans at branches are always, you might say, good; the losses are seldom made at 
the branches. 

Q. What strikes one in this case is that even if it had been known what had 
been going on, unless some shareholder or creditor took action to wind-up the 
bank, apparently there was no provision in the law to stop it? A. None what- 
ever that I could see. As I was saying yesterday, I think the circulation of a bank 
should be founded upon their reserves; a bank should be able to circulate bills to’ 
the extent of their reserve, and that reserve should be in control of the Govern- 
ment, because really the reserve they are earning interest on is like free deposits. 


W. J. LINDSAY, Recalled :— 


Mr. Hoperns: Q. Have you found out, and are you in a position to tell 
me now anything about that $3,000 deposited to your wife’s credit; you said you 
owed ier money or something of that kind and I asked you to ascertain a little 
more definitely; have you done so? A. You have the cheques here, I under- 
stand. 

Q. I am asking you why the money was paid to her? A. I told you I 
owed it to her. 

Q. You could not tell me very much as to how the debt arose, though; I 
want you to state that? A. I borrowed it from her some time ago. 
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Q. How long before you paid it back? A. I borrow money from her 
quite frequently. 

Q. lam speaking of something that happened in 1906? A. I may have 
had it a year and may have had it two years. 

~ Q. Have you no recollection of how you came to borrow it? A. No. 

Q. What amount had you borrowed? A. I owed her a very much larger 
sum than that. 

Q. Is your wife a wealthy woman? A. I think this is hardly fair to bring 
my wife into this thing. The money was mine; | admit 1 got it. 

Q. You brought her in. A. You asked me where it went and I told 
you that. There is much money I have not received yet on account of commis- 
sions, which is in Court (hands a letter to the Commissioner). 

Mr. Commissioner: ‘This letter says there is some litigation going on about 
this money. 

Mr. Hopeins: That he borrowed from his wife? 

Mr. CoMMIssionER: No, about his wife having money. 

Mr. Hoperns: What litigation is that? A. The Imperial Steel & Wire 
Company. 7 

Mr. Hoperns: On my own personal knowledge, there is no litigation going 
on in the sense of being active at all. A. There is the suit for the division of 
stock which my wife has. 

Q. It has not been brought to trial since 1907? A. I have been very busy 
since that time; it is alive yet. 

Q. Who are your solicitors? A. At the present time Beattie, Blackstock. 

Q. Are they solicitors on the record? A. I do not know. 

Q. Have you changed your solicitors? A. I lave arranged to change, yes. 

Q. When was the last step taken in that litigation? A. It was some time 
before the bank failure; there was another one very much alive, and you are 
well aware how it terminated, and it was a matter of one thing at a time. 

Q. I am also very well aware that no step has been taken in the litigation 
which you refer to for the past three years? A. It will be. 

Q. That is the reason you do not want now to be asked how you got the 
money from your wife? <A. Yes. 

Q. And why you owed her money? A. Yes. 

Q. You think you might tell something here that would prejudice you in 
that case? A. I think it would be unfair. - 

Q. Why would it be unfair? 

Mr. Commissioner: I think, Mr. Hodgins, this ought not to be pressed; I 
do not see the relevancy of it to this inquiry. 

Mr. Hopeins: Very well, I won’t press it any further. 

Mr. CommissionEr: I do not suppose this inquiry is for the purpose of 
enabling the liquidator to get at anything. 

Mr. Hoperns: No. My object is to endeavor to trace this $3,000 which the 
witness said he paid to his wife? A. I got the money. 


Q. Deposited to her credit? 

Mr. CoMMIssIONER: It is plain it was so deposited; that is proved by the 
document; how are we any further concerned whether he owed it to his wife or 
not? 

Mr. Hopnerns: What did your wife do with it? A. That is none of my 
business, and I do not think it is any of yours. 

Mr. Commissioner: I do not think that is relevant. 

Mr. Hopcins: I put it this way: this man says, “I got that money, I paid 
it to my wife, I decline to state what she did with it”. If she did it for him 
it would be just the same as if he did it himself, and he ought not to be unwilling 
to tell? A. The money is mine and if I have to state what I did with money 
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that I owned that went to the butcher or the candlestick maker it would take a 
long time to cover it. 

Q. JI would rather you would say it did go there? 
| Mr. CoMMISSIONER: I do not quite follow your reasoning about that, Mr. 

Hodgins. | 

Mr. Hopeins: Because I do not believe that so far we have got the proper 
destination of that money. . 

Mr. ComMMissionEerR: It is suggested it went for some improper purpose? 
A. I say you have the proper destination of it. 

Mr. Hopeins: He declines to state how he came to owe it to his wife; how 
he paid it to her and what she did with it? A. You have her cheques; I don’t 
see why she should be persecuted ; you tried to examine her before. 

Mr. Hoperns: I made no effort to examine her here because you asked me 
not to? A. Not here; I have come here freely and of my own will, and was 
here three days without being subpoenaed, and every word I have spoken has been 
as simple as if you had had a phonographic record of it. 

Mr. COMMISSIONER: Was this money paid out in any way in connection 
with the Farmers Bank? A. No, my Lord, I paid out no dollar of money in 
connection with the Farmers Bank in any shape or form that was not legitimate. 
I paid Mr. Luxton quite a large sum of money in commissions; he was a field 
man up there with me, and I worked from 15 to 18 hours a day on this proposi- 
tion, and I have had an endless amount of trouble; it has cut me out of thirty 
or forty thousand dollars of business. 

Mr. Hopeins: The only other question I want to ask you is in connection 
with the payment of $5,000; you have been already examined on that? A. Yes, 
three times. 

Q. This will be the fourth time; just pay attention to the question. When 
you got back from to the Farmers Bank with that money in what shape was it? 
A. It was in a roll in my trousers’ pocket. 

Q. Covered up in any way? A. It may or may not have been; but I 
remember I rolled it up and I put it in my pocket, and I held my hand on it, 
held it in my hand all the way up. 

Q. Remembering all that, do you remember if you put anything around it? 
A. I don’t know whether I wrapped it up or put a rubber band around it. 

Q. You do not remember? <A. No; to carry $5,000 was rather an unusual 
thing. 3 

Q. J asked you about one circumstance and that only, you cannot remember 
that; when you got to the Farmers Bank, what room did you go to? A. I came 
into the room. 

Q. What room? A. I went into the outer room. 

Q. Is that the one with the counter in it? A. Yes; stood at the counter, 
and Mr. Travers came to the -door. . 

Q. To what door? <A. To the door to the left of his own room. 

Q. Then what? A. And I stepped up to him and I handed the roll of 
money to him. 

Q. The counter, J thought, was between you? A. I opened the door, 
pushed it open. 

Q. And stepped up? A. Yes. 

Q. To where? ‘A. Stepped up to the door, handed them to him; he was 
standing in the door. / 

Q. Which door? A. I told you it was the door of his own room to the 
left. 

Q. How did he know you were there? A. He heard the door open; he was 
there waiting; he had his coat and hat on. 
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Q. How did he know you were there in order to come to the door of his 
room? A. He was there waiting ready to go away. 

@. Just at the door of hisroom? <A. Yes. 

Q. And you came in? . A. - Yes. 

He did not come forward to the counter and get. the money? A. No, 

I looked to see if he was in; his door was open, and he came to the door and J 
stepped up and handed him the money and I said, “ There you are, old man’ 

Q. That is all you said? A. He put it in his pocket. 

Q. And you walked away with him? A. He said, “ Let’s go across the 
road and have a drink”. 

Q. You told us that before; you went with him? A. Yes. 

Q. That is the only remark he made to you? <A. Yes. There was not 
a soul in the bank, but himself that I saw, and I think if you ask the Traders 
Bank you will find that that transaction, if they can produce their blotter, or 
whatever they call it, I think you will find that that is pretty nearly the last item 
on that day’s business, and I think you will also find, if they can trace it up, that 
in the bank that day they did not have any $100 bills. JI asked for the largest 
bills they had, and if my memory serves me right they said they had not any 
$100 signed. 


The Commission adjourned to 11 a.m. to-morrow. 


Toronto, May 31st, 1912. 
The Commission continued its sittings at 11 a.m., at Osgoode Hall. 
PRESENT: 


HonouraBle Sir Witi1aM Merrepits, Commissioner; 

FRANK E. Hopeins, K.C., and JoHN THOMPSON, K.C., representing the 
Dominion Goveenn 

Mr. H. H. Dewart, K.C., representing Dr. Beattie Nesbitt, was present 
for a short time. 


Mr. Dewart: Would Your Lordship allow me to mention a matter before 
- going on with the evidence? My learned friend has had my client, Dr. Nesbitt, 
subpoenaed for attendance this morning. He was subpoenaed yesterday, and as 
a matter of fact I have not had sufficient time to consider his position coming 
here under an Extradition Warrant. I take it for granted that my learned friend | 
will not want to go into any matters that are the subject of charges on which 
the Doctor is shortly to be tried, but if my learned friend will let the matter stand 
1 shall be glad to confer with him, and perhaps he could give me the heads under 
which he desires to examine the Doctor, so that I might arrange for his attendance 
at such date as will suit you to go on. 

Mr. Hoperns: I have no objection to letting it stand for a few days, and 
I can arrange with Mr. Dewart. I think there is a good deal of information that 
can be given that won’t conflict in any way with the charges that are pending, 
but as to that I suppose when I do ask the questions about that, it will be suffi- 
cient time to object.’ 

Mr. Dewart: Well, I am quite satisfied with that. 
Mr. Commisstoner: Do you acquiesce in the position Mr. Dewart takes 
that the inquiry ought not to touch any matter that is the subject of a prosecution. 
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Mr. Hoperns: No, I do not, but I think it is quite sufficient time to raise 
that objection when I come to that branch of the subject. 

Mr. Dewart: I will confer with Mr. Hodgins. 
~ Mr. Hopeins: You will undertake to produce Dr. Nesbitt. 

Mr. Dewart: Yes. 

Dr. Beattig Nessitr: I will be here. 

Mr. Hopartns: The reporter from the Globe made an Spalichien: yesterday 
to make a copy of one or two of the exhibits, that is the letter said to be sent by 
Mr. Travers to Colonel Matheson, and which Colonel Matheson said he did not 
get, and the two Greenwood letters. I did not feel that I was in a position to 
give them, indeed they were locked up at that time, but I suggested that he should 
apply to you, Mr. Commissioner. 

Mr. CoMMissiIonER: I suppose this is a public enquiry and the documents 
are here, and there is no reason why anybody should not take copies of them. 

Mr. Hoperns: In that case there is no objection to copies being made. 

I have been making enquiries about that agreement which Mr. Travers re- 
ferred to as to his commissions, and Mr. Dewart, to whom I spoke, has recalled 
that he mentioned it in some address he made on one of the charges, and he has 
been good enough to look among his papers, and I think he has been able to find 
it. I asked him if he would attend here. 

Mr. Dewart: Yes, Mr. Commissioner, I looked up my notes of the re- 
marks I made at the time Mr. Travers pleaded guilty, and I see I referred then 
to the fact that there was an agreement between the provisional board and Mr. 
Travers, dated July, 1906, under which he was entitled to a commission of 15% 
on the first $500,000 of capital stock sold; so I looked up my files and I found the 
original document there, and I now produce it. I got it from Mr. Travers at the . 
time I was preparing his defence. Your Lordship will see on one page a correc- 
tion of the amount in pencil, where something is scored out and $6,000 is written 
in in pencil instead of $5,000. My recollection with regard to that is that Mr. 
Travers told me that that was a note he had made on the agreement as showing 
what the final amount that was voted to him by the permanent board of directors, 
namely $6,000 a year, instead of $5,000. 

Mr. CoMMIssIoNER: That is simply a memorandum. 

Mr. Dewart: Yes. (Mr. Dewart hands the agreement referred to to Mr. 
Hodgins. ) 


DR. JOHN FERGUSON, Recalled :— 


Mr. Hoperns: Q. You have been already sworn? <A. Yes. 

Q. We have already had the agreement made on the 4th July between your- 
self and Travers, and now there turns out to be another one; will you just look 
at it; I want to find out if that agreement is the real one. 

Mr. CoMMISSIONER: While he is looking at that, I observed a statement in 
the Globe newspaper this morning that the evidence shows that the advances to 
the World were made in consideration of the World procuring a deposit. The 
evidence is the exact opposite of that. 

Mr. Hoperns: Yes, that is as I understood it, and that I think was the 
impression that Mr. Travers gave originally about it. 

Mr. Commissioner: As far as the evidence here is concerned that is the 
position. | 


Mr. Hoperns: If any one can throw any further light on that I shall be 
only too glad to have any witnesses named to me, and J shall be very glad to call 
them if they are’ mentioned by any one who knows about them and will give their 


. FARMERS BANK INQUIRY 437 
SESSIONAL PAPER No. 153a 


names. I have subpoenaed everybody that I have thought could throw any light 
on the subject at all. 

Witness: (After looking at the agreement): JI have no remembrance of 
that. This is an agreement which has been entered into, but the only thing I 
cap say is this, that this agreement has been made, and those are real signatures 
of the persons to it; I know my own and the others, but this was never acted 
on; whatever had become of it or done with it I don’t know; so far as we were 
concerned it was never acted on. ~ 

Mr. Hoperns: Q. We are interested Ciiefly in the amount of commission; 
Mr. Travers said he was to get 15% commission; that would account for the 
$71,800 of commissions? A. That says 15%, but so far as we were concerned 
we never knew of that agreement having gone into substantial effect and being 
acted upon. : 

Q. What was the condition, if there was a condition, subject to which it 
would come into operation? A. None that I know of. 

Q. Why was not it acted upon? A. I cannot tell you that; but so far as 
my connected with it is concerned it never was acted on. 

Q. What was acted on with regard to the commission? A. J understood 
only the 10% agreement of the 4th July. : 

Q. Can you understand at all why such an agreement as that would be pre- 
pared mentioning 15%? <A. No, I cannot say why that agreement had been 
prepared. 

Q. If the agreement was prepared and signed apportioning, say, 15%, when 
you say it was not acted on, what do you mean, did not Travers get subscriptions 
and did he charge up commissions at 15%.- A. Never to my knowledge. 

Q. Did he charge them up at 10% to your knowledge? A. I understood 
10% was the charge being made. 

Q. Who did you understand from? A. The usual working at that time, 
if my memory serves me, at the time of the organization of the Bank I understood 
charges were being made at the rate of 10%. 

Q. Who would know? A. The one that would really know that fact would 
be Mr. Smith who had charge of the books. 

eo mii’ SA eS, 

Q. Would Mr. Lown? <A. He might know; he would know more than I 
would. 

Q. Is that all the light you can throw on it? A. Yes, I had clean for- 
gotten that that had ever existed, so much had it been out of use or been made no 
use of. 

Mr. CommissionER: I do not understand what you mean by that; here is an 
agreement signed by all the parties setting out in detail the terms and arrangements 
between you, I do not understand what you mean by saying it was not acted on; it 
was not for mere amusement this was drawn? A. No, I do not suppose so, but 
at the same time I have not the slightest remembrance of that having been acted on. 

Mr. Hopeins: Q. You were the best financier among the Provisional Direc- 
tors, you would be the one who would know? A. No, I do not remember, I had 
clean forgotten of the existence of that, indeed at least so far as I was concerned 
I never knew of any agreement in operation than the second one of the 4th July. 
We were working under a 10% arrangement. 

Exuisit 73: Agreement of the 4th July, 1906, between the Provisional 
Directors and W. R. Travers, naming 15% commission on the sale of the capital 
stock. 

Q. The meeting of the 10th March, 1906: “The agreement between the 
Provisional Directors of the Farmers Bank of Canada and W. R. Travers as to his 
being General Manager, as presented in duplicate, be and is hereby adopted and that 
the same be executed forthwith. Carried. Watson voting nay”. Then: “ That 
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we reserve the sum of $500,000 stock to be sold by Messrs. Smith and Urquhart, 
Urquhart & MacGregor in such proportions as we may afterwards determine, and 
subject to such conditions as we see fit”. A. That reservation of that block of 
stock to Smith and others was changed, you will notice, in the agreemeent of July 
4th. 

Q. Was that on the basis of 10% A. Yes, I think all that arrangement all 
the way through was on the understanding of 10% commission. 

Q. On the 4th July there appears to be a meeting at2 P.M.? A. Yes, one 
in the forenoon and one in the afternoon. 

Q. There is a reference to the letter of Messrs. Urquhart, Urquhart & Mac- 
Gregor regarding the acceptance of notes; then there is a resolution that the sum 
of $10,000, on account of commissions for the sale of capital stock be paid to W. R. 
Travers; another resolution that the agreement entered into this day between W. R. 
Travers, C. H. Smith and Messrs Watson and others, be confirmed and signed. Then 
you authorized him to endorse all notes; and the Executive Committee are to make 
' allotments of stock. There appears to be only one agreement mentioned there, which 
is not that one (Exhibit 73). 

Mr. Hopeins: The agreement of the 12th July, Exhibit 12, between the 
Provisional Directors and Smith and Travers, contains the provision that the 
Directors agree to allow Travers to sell all the capital stock of the bank now unsold, 
the first $500,000 at par and the balance at a premium, and to allow him a com- 
mission of 10% thereon for expenses of selling same, payable one-half on the signing 
of the subscription and payment of deposit, and the balance on allotment. 

Mr. Commissioner: The difference between these two agreements apparently 
is the one is made between the five Provisional Directors, Smith of the second part 
and Travers of the third part (Exhibit 12); the recitals are the same and the 
provisions are the same down to this, which is in the one to which Smith is a party: 
“‘ And the said party of the second part who has certain rights under said agreement 
dated 12th day of March, A.D. 1906, as to the sale of the stock of the said bank 
agrees to surrender all his rights under the said agreement and releases all his 
claims against the said Provisional Directors or the said bank.” ‘That is not in 
the other one. This provision is in the one that Smith is a party to that does not 
appear to be in the others: “That the party of the third part (that is Travers) 
agrees to accept the legitimate accounts as they now stand upon the books for the 
expenses of the organization to date, and also agrees to allow the parties of the first 
and second part the sum $20,000 as remuneration for their services, surrender of 
charter, etc., to be paid out of the funds of the bank, provided the same be confirmed 
at the meeting of the subscribers.” 

Mr. Hopeins: Was not the fact this, that you made that 15% agreement 
with him, and that Smith objected that he had an outstanding right to control 
the first $500,000 and that the agreement to which Smith was a party was the 
subsequent agreement getting rid of that outstanding claim and making Travers’ 
commission 10% instead of 15%, he to accept the disbursements you had made as 
being all right, and agreeing to pay you and Smith jointly $20,000? A. You see 
I cannot connect that 15% agreement at all in my mind; it had been so apparently, 
entirely out of use. 

Mr. Hoperns: You remember anyway that Smith was an “objecting party to 
your dealing with Travers on account of his having an outstanding right to sell the 
stock, and that you had difficulty in dealing with Smith, and he came in on the 
same basis as you Directors? A. Yes, but it was more in this connection; the 
agreement of the forenoon of the 4th July had arranged that the remuneration 
coming to the Provisional Directors was to come by vote of the shareholders, and 
the objection, if my memory serves me rightly, and I think I have stated this 
already here, was that Smith said, “ Suppose that the Shareholders do not approve 
of that sum, I would be entirely out, would get no consideration, and yet I have 
given up my prospective position in the bank and the remuneration I could make 


FARMERS BANK INQUIRY 439 
SESSIONAL PAPER No. 153a 


from the sale of this block of stock”. It was because of that that the agreement of 
that afternoon was made by which Mr. Travers paid us part of that remuneration 
himself out of the commissions then earned and put to his credit, and there is 
where my memory has it, that Smith’s objections came in. This other agreement 
of the 15% why it was prepared and just for what reason it might have been drawn 
up I do not know. | 

Mr. Hopains: Was not it prepared first and then owing to Smith—? A. 
No, I cannot say that. 

Q. Wait till you hear my question; owing to Smith not being a party to it 
that somebody became alive to the fact that unless you had him bound by coming 
into the agreement you could not give Travers the Commission agreement? <A. I 
do not know why it was prepared or whether it came in before or after, or what 
was the object of it at all; it has passed entirely out of my mind, and I cannot 
connect it at all with the matter. 

~Q. You remember two agreements to which Smith was a party? <A. Yes. 

Q. One later than the other? <A. Yes. 

Q. And caused by Smith’s objection to what the effect of the first one might 
be? A. Yes. 

Q. That is the final agreement? A. Yes, that is the final one as far as I 
remember. 


JOHN GILCHRIST, Sworn, Examined by— 


Mr. Hopeins: Q. What was your position in December, 1907, and January, 
1908, what was your business? A. My regular business? 

Yes? A. Manufacturing business, the Crompton Corset Company. 
Mr. Crompton is the head of it? A. Yes, sir. 

Are you a relation of Dr. Beattie Nesbitt’s? A. No, I am no relation. 
It is Mr. Crompton? A. I think so, yes. | 

Did you become a Director of the Farmers Bank? A. Yes. 

Did you subscribe for stock? A. Yes. 

About when did you subscribe? A. It was late in the fall, just previous 
to the bank opening for regular business. 

Q. For how much? A. Thirty shares. 

Q. Did you pay those shares up before you acted asa Director? <A. Notin 
full; I paid by cash and gave my note. 

Q. How much? A. $300 I paid first.. 

Q. Andthen? A. And then I paid $300 when that note came due, I think 
at the end of three months. 

Q. What about the balance, had you given a note for the difference? A. 
Yes, sir. 

Q. You subscribed before the list of Shareholders was sent in to the Govern- 
ment, did not you? <A. I don’t think so, at least it was late in the autumn when 
I subscribed. 

Q. Was it just before the first meeting you organized? A. Yes, the first 
meeting. 

Q. Did you act as Director throughout 1907? A. Yes, I acted about a year 
T think. 

Q. And then you resigned? A. Yes, sir. 

Q. You wrote to Mr. Travers to give up your position? A. Yes, sir. 

Q. Saying you had never been quite satisfied that you were legally qualified, 
and you did not own thirty shares of stock fully paid up? A. Yes, sir. 


SOLLLLO 
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Q. Who induced you to become a Director? A. I think it was Dr. Nesbitt — 
who asked me first and then he and Mr. Travers, I met both of them. 

Q. When you left what became of your stock? A. The bank took the unpaid 
part, they wanted it for some concern. 

Q. $2,300? A. Yes, they wanted it for some concern that was wanting 
more stock than they had, or something, and they took that from me and I gave 
them Power of Attorney to transfer it. 

Q. And gave up your stock and got back your notes? A. Yes, sir. 

Q. Were you financially good for the $2,300? <A. Yes, sir. 

Q. You could have been made to pay it? A. I could have paid it, yes, sir. 

Q. Do you know what became of that stock? A.. I don’t know, it was 
transferred to somebody. ; 

Mr. D. J. Grant: I can give you the particulars. 

Mr. Hoperns: I think it appears in that Continental Securities Company. 

Mr. D. I. Grant: That is the way it was transferred. 

Mr. Hoperns: That is all you had paid up to the time? A. Yes, the other 
stock that I had paid, the seven shares, I sold them at the same time. 

Q. Did you know anything of the relations of Mr. Crompton with the Bank, 
his dealings with it? A. No, he had not any relations with it while I was there. 

Q. After you left? A. After I left I think he had some relations that way, 
but I did not know anything about them. 

Q. You just knew he was dealing with it? A. I knew when the matter 
came up with Mr. Travers, when the bank closed. 

Q. If the amount shown as paid up on your stock was $3,000 when the list 
went into the Government that would not be true to the extent of $2,300? A. No, 
I did not pay the full amount in cash. 


FREDERICK CROMPTON, Sworn, Examined by— 


Mr. Hopeins: Q. What is your business? A. Manufacturer of corsets. 

Q. You are the President of the Crompton Corset Company? A. Yes, sir. 

Q. I believe you are quite a capitalist? A. I do not know about that; we 
do quite a large business, have done for 34 years. 

Q. When did you first have any dealings with the Farmers Bank? A. It 
would be about the 2nd March, 1908. 

Q. Would you look at that agreement and see whether that agreement was one 
that was come to? <A. Yes, sir, that is a copy of the agreement. 

Q. Was that agreement then between the Farmers Bank and Travers and 
Nesbitt of the first part and yourself of the second part carried out? <A. Yes, it 
was carried out, not exactly as it is mentioned there. 

‘i a tare 74: Agreement, the Farmers Bank et al and Frederick Crompton, 
ed. 

Q. What were youtodo? A. I was to make a deposit in the bank. 

Q. Of $50,000? -A. That was the latter arrangement. 

Q. Was that a later one than the one we have spoken of? A. Yes. 

Q. The one I have just spoken of, what amount did that deal with? A. 
$150,000. 

Q. That is in March, 1908; did you know the bank was in any difficulty at 
that time? A. No. 

Q. Itis a very unusual transaction? A. It was rather unusual; I had an 
extra amount of money coming in at the time from an investment and I had the 
money on hand. 


~ 
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Q. You were to deposit this money in the bank and they were to give you a 
deposit receipt, and then you were to take out their circulation from time to time 
until the deposit receipt was wiped out? A. That was the proposition at first. 
I was given a deposit receipt and then I returned their deposit receipt and they 
gave me the bills; they cashed my cheque and gave me the bills. 

Q. That is from time to time? A. They gave me the bills and I returned 
the money from time to time. 

Q. They gave you deposit receipts for $150,000? A. Yes, and then I 
declined it. 

Q. How long did you hold those? A. It may have been a short time, I think 
I returned it within a few days; I did not think about it, and as soon as I noted : 
it I returned the receipts. 

Q. You lent them that amount of money and got a deposit receipt? A. Yes. 

~Q. And you say you returned them after afew days? A. Yes. 

Q. And you got the money for it? A. I got the money for the amount of 
deposit. ; 

Q. Farmers Bank bills? A. Yes, sir. 

Q. Did you retain that money and pay it out gradually through your own 
business? A. No, I retained the money for the time and returned it to Mr. 
Travers, returned it to the bank. 

Q. That is not what I am instructed; you did not mean to say you had the 
Farmers Bank bills for a time and handed them all back to Travers? A. I handed 
them back at various times, from time to time. 

Q. You did not circulate them through your own business? <A. No. 

Q. You held them and handed them back to him? A. Handed them back 
' to Mr. Travers from time to time. . 

Q. And in the meantime they had the benefit—A. Of my cash. 

Q. Who proposed that arrangement to you? A. Dr. Nesbitt proposed first 
that I make a deposit, and then I arranged with Mr. Travers. 

Q. Is Dr. Nesbitt a relation of yours? A. Yes. 

Q. What relation? A. Brother-in-law. 

Q. From 1908 down did you keep that sort of thing up? <A. I paid the 
amounts in from time to time. 

Q. Did you make any other agreement beyond the $150,000 one? A. No, 
there was no agreement; I made a further deposit. 

Q. How much? A. $50,000. i 

Q. Was that shortly before the bank failed? A. No, that was in January 
if I remember correctly, 1909. 

Q. The same plan gone through? A. Yes, the same arrangement made, to 
return it from time to time. 

Q. What interest did you get on your deposits? A. I got 5% on the last. 

~ Q. What did you get on the first? A. I got 3%. 

Q. Was that all the benefit you got out of it? A. I had the shares in the 
Mine. 

Q. The Keeley Mine? A. Yes. 

Q. What shares? A. There were some shares in making a deposit; there 
was a consideration given to me in the Keeley Mine stock. 

Q. How much? = A. 20,000 shares. 

Q. 20,000 shares? A. Yes, it was of unknown value at the time. 

Mr. ComMMIssIoNER: That appears in the agreement? <A. Yes. 

Mr. Hopveins: Did not the bank buy those shares back from you? A. I 
never had them in my possession. } 

Q. Yes, I know, but did they buy them back? A. Yes. 

Q. How much did they give you for them? <A. $10,000. 


Q. How long was that before the bank failed? A. I think it was in the 
summer of 1909 or 1910. 
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Q. That you got the money back? A. Yes. 

Q. Anyway you accounted for that? A. To Mr. Travers. 

Q. To Mr. Clarkson, you paid him back that $10,000? A. It was said that 
I was not entitled to it and it belonged to the people, and in view of that I thought 
it more honourable to return it and I returned it. 

Q. You returned the $10,000? A. Yes. 

Q. Apart from your own 5% and 3%, and the $10,000, did you get any 
benefit from the transactions you had with the bank? A. I had the stock. 

Q. Which you say the bank bought from you? A. Yes. 

Q. Did you return the amount they paid you? A. Yes. 

Q. Is that the $10,000? A. Yes. 

Mr. Commissioner: By stock you mean Keeley Mine stock? <A. Yes. 

Mr. Hoperns: Outside of that and the interest you got did you get any 
benefit from the arrangement? A. There was a small amount that I received in 
addition, I think from Dr. Nesbitt. 

Q. How much was that? A. $350 I think, I don’t remember exactly. 

Q. What was that paid for? A. I suppose that was in view of my making 
the deposit with the bank. | 

Q. When did you first know about the Keeley Mine? A. The first time I 
heard about the Keeley Mine I think would be somewhere about February, 1908. 

Q. That is before the agreement you made? A. It was current throughout 
the city. 

Q. Was this deposit you made for the purpose of putting up funds for the 
benefit of the Keeley Mine? A. No, this was made as an ordinary deposit; 
Mr. Travers never mentioned to me with regard to what it was for. 

Q. Did Dr. Beattie Nesbitt mention to you that it was to be used in the 
Keeley Mine? A. No, it was a straight deposit in the bank. 

Q. What was the reason for the transaction, what was the explanation they 
gave you of it? A. They wanted the deposit in the bank the same as the other 
banks wanted it, and Dr. Beattie Nesbitt asked me to make a deposit, and I was 
introduced to Mr. Travers and made the deposit. I did not wish to deposit for 
a length of time because J wished to re-invest the funds which-I had at that time. 

Q. What was the explanation of your getting Farmers Bank bills? A. I 
do not know more than it would be more convenient; there was nothing very spe- 
cial about it. I do not recollect there was anything special about it; it was brought 
before me and I took it. 

Q. Where did you keep these Farmers Bank bills? A. I kept the bank 
bills in the National Trust box and in my own safe. 

Q. Did you take them out week by week and hand them over? A. No, 
whenever the demands were made I left them in the Trust Company box. 

Q. I thought you returned them to the bank to Mr. Travers? A. Yes, 
from time to time. 

Q. Did you make those returns regularly, week by week? A. No, the books 
would show it. 

Q. Did he ask for them, or did you volunteer them? A. I asked him if 
he wished to make an investment or something outside, then I would ask Mr. 
Travers and take it down. 

Q. You, of course, knew there was a penalty under the Bank Act? A. 
No, I did not know. 

Q. Mr. Travers said he showed you the Bank Act and a particular section 
of it, said to be section 189? A. I have no recollection of that at all. 

Q. You would not say? A. I would not do that if I. knew there was a 
penalty, I would not have done it. 

Mr. CoMMISSIONER: When does Travers say he did that? 

Mr. Hoperns: At the preliminary enquiry. 
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Mr. CoMMISSIONER:. No, but when did he say he did it? It is an extra- 
ordinary thing if he was wanting to get the man’s money; it would not be very 
probable? <A. No. 

Mr. Hoperns: What Mr. Travers says is this: 

“Q. You say there was an agreement; was that agreement in writing? A. 
No. ; 

“Q. Was it made personally with Mr. Crompton? A. Yes. 

“ And this is the only transaction you have in your mind? A. That is all. 

“Q. You were aware of the provisions of the Bank Act? <A. I was. 

“Q. Did you disclose those penalties to Mr. Crompton? <A. I think I 
showed him the Bank Act; I think so. 

“Q. Did you convey to him the information that all these penalties would 
be incurred by what he was doing? A. No, I showed him the Bank Act. 

“Q. Did you show him section 139? A. I showed him one section—” 

Then he says you did not know it was an illegal act; you say you do not 
remember him showing you the Bank Act? A. I have no recollection of it. 

Mr. CoMMISSIONER: How is that? 

Mr. Hopveins: Here is the evidence: “Q. Just refresh your memory on 
that; did he know it was an illegal act? A. I could not say he did; he did 
not seem to know much about it. 

“Mr. Corler: He wanted the interest, I suppose. 

“Mr. Owens: The bills bear it anyway. 

“Witness: I think he was guided by Dr. Nesbitt.” 


ALEXANDER 8. LOWN, Recalled by— 


Mr. Hoperns: Q. You have already been sworn; you remember on one of 
the first occasions you gave evidence there were two agreements between the pro- 
visional directors and Travers, the 4th July agreements? <A. Yes. 

Q. Recently another one has turned up which provides for a 15% commis- 
sion to Travers, and the one to which Smith is a party on the same day provides 
only for 10% ; what is your explanation of that document I have given you? A. 
1 don’t know anything about it; this is something I don’t remember anything. at 
all about. | 

Q. Drawn by you? A. I don’t know; this is my signature. 

Q. It appears to be done on the same typewriter as the others that day; 
these are the others, were not they all drawn by the same person? A. These 
were the agreements that were operative (Exhibit 12); this may have been some- 
thing that we signed during the negotiations. . 

Q. You see it is signed? A. Yes, I see it is signed, but it was never 
operated on, and I had forgotten all- about it. 

Q. Smith is not a party to it? A. J notice he is not a party to it. 

Q. ‘Some one has said that owing to Smith’s objections to the first of those 
two agreements (Exhibit 12) that the second one was come to; had you any diffi- 
culty before the agreements that Smith signed with him regarding the right to 
sell stock? A. There was a good deal of difficulty at the time, and it is so 
long ago it is difficult to remember all the difficulties. 


Q. The situation was this, that you had given Smith an agreement? A. 
That we had given Smith an agreement. 

Q. When you came to deal with Travers, was that the difficulty in the way? 
A. Yes, that was one difficulty in the way. 
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Q. Take this 15% agreement as it stands, that does not deal with Smith 
in any way? <A. No. 

Q. Were you in a position to make that agreement unless you dealt with 
Smith—you see the other agreements on the same day deal with Smith and he 
gives up his rights to Travers? A. I remember there was a good deal of trouble 
for several days there. 

Q. What agreements were finally confirmed? A. The agreements finally 
confirmed were those two agreements (Exhibit 12). ‘Those are the agreements we 
always acted on, and this seems to have been some negotiations I was going on 
with that I have forgotten about. 


Q. More than negotiations? <A. Yes. 

Q. Can you give me any better account? A. No. 

Q. Who would know? A. I don’t know. 

Q. Who among the directors would know anything about it? A. I don’t 
know. 


Did you draw all those agreements? A. The agreements were drawn 
by Travers and myself. 

Q. And you drew that agreement now produced with the 15%? A. It 
is probable I did. 

Q. You cannot give any further account? A. No, because it is an agree- 
ment that had entirely gone from my memory, and it is an entire surprise to me, 
producing it now. If I think it over I might possibly think of it, but just on the 
spur of the moment I cannot recollect. 

Q. Do you know at what rate, if there was any rate fixed on which commis- 
sions were paid? A. Commissions were always paid Travers at the rate of 10%. 

Q. Down to what time?: A. I think there were very few commissions paid 
after the 4th July. 

Q. There were some there? A. JI could tell better if I saw the ledger. 
My recollection is that there were very few commissions; I don’t think there would 
be over $1,000 paid. 

Q. Your recollection is that if any were paid they would be at 10%? A. 
Yes, because that is what was always in our minds. 

Q. This is the provisional directors’ ledger under the head of Travers, June, 
July, 1906, 1906, that $10,000 was charged, and $1,500 there, quite a large 
amount? A. They were all paid at 10% anyway. 

Mr. COMMISSIONER: What do you mean by all paid at 10%; was there an 
account ever made, or did you pay on particular subscriptions; where did you 
keep your account showing what you owed him for commission? A. I am not 
familiar with the bookkeeping; the bookkeeping was entirely in charge of Mr. 
Smith. 

Q. How do you know you paid him 10%? <A. JI remember that all com- 
missions were paid at the rate of 10%. 

Q. How do you know that if you did not. keep the books; you told me you 
did not keep the books? A. I signed the cheques. 

Q. The cheques did not indicate what the rate was? A. Well, I was always 
told by Smith that they were calculated on 10% basis. 

Mr. Hopeins: Mr. Clarkson says he has never found any account of those 
commissions other than that ledger. 

Mr. CoMMISSIONER: Would there be any idea that after you had got Tra- 
vers personally bound to pay you the $20,000, it did not make much difference | 
whether he got 10 or 15%, and you gave him the 15% after that? A. No, I 
do not know. : 


Q. You see he bound himself to pay the $20,000 whether or not the share- 
holders confirmed the payment; could it be that after he had bound himself to 
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do that that you agreed to pay him 15%. A. I have not the slightest recollec- 
tion of the 15% agreement. | 

Q. But it is there? <A. Yes, but I cannot remember anything about it. 
It seems to me it was prior; the existence of this agreement seems to have entirely 
escaped my memory. 

Q. You cannot give any more light ? DOLAIN O: 

Mr. Hoperns: Q. I suppose looking at the amount you were to pay T'ra- 
vers as salary that would not throw any light on it, would it; in one place I think 
it is $5,000? A. It is $5,000 in both. 

Mr. CoMMIssIoNER: That pencil mark is $6,000, but that is no part of the 
agreement? A. The pencil mark is not in my handwriting. 


DONALD C, MACCALLUM, Sworn, Examined by— 


Mr. Hopatns: Q. You live in Owen Sound? A. Yes, sir. 

Q. What business are you in? A. I am working in a chair factory there. 

Mr. CoMMIssIONER: Is this the officer whose name has been mentioned? 

‘Mr. Hopeins: Yes. 

Mr. CoMMIsSIONER: Is there any object in raking over anything? 

Mr. Hopeins: No; I want to ascertain if I can something about that Mc- 
Intyre note. 

Mr. COMMISSIONER: Very well. 

Mr. Hopeins: There was a note which appears charged in closing up an 
account of yours with the bank, known as a “ McIntyre note” for $10,000, can 
you throw any light on who McIntyre was? A. No, sir; 1 know nothing about 
it. 

Mr. Commissioner: Would not it be better to get that from Mr. Hunter; 
the suggestion was he was a clerk in his office. 

Mr. Hopeins: Yes. 


WILLIAM AHEARN, Sworn, Examined by— 


Mr. Hoperns: Q. You are the manager of the Beeton Branch of the 
Traders Bank now? A. Yes. 

Q. And you were paying teller in December, 1906, in the Toronto office of 
the Traders Bank? A. Yes, sir. 

Q. I have asked you to look at your blotter and statement of the 6th De- 
cember, have you been able to see that? A. Yes, I have it here. 

Q. Just sit down and study that cheque for a moment (Exhibit 28); what 
T want to know is if you can tell me something about the transaction, whether 
you paid that and if you have any record of how you paid it and what denomina- 
tions? A. I have no recollection of ever seeing it before. 

Q. Do you know W. J. Lindsay? A. I cannot say that I do. When you 
wrote to me the other day I said I remembered having dealings with Mr. Lindsay, 
_ but I believe perhaps I was mistaken. The man I referred to was a short, rather 
stout man with a sandy moustache; possibly it was Mr.-Smith, was it? He was 
the man who was organizing, who made the deposits when they were organizing 
the Farmers Bank. 
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Q. ‘That certainly does not describe Mr. Lindsay? A. 1 see this is the first 
recelving teller’s stamp and that was not my stamp at the time; 1 was paying 
teller ; this has apparently been dealt with by the receiving teller. 

Q. But Mr. Lindsay says it was paid to him over the counter, cashed? A. 
Possibly by the receiving teller. 

Q. Would you look at your records, just to confirm that? A. This is my 
blotter; there is an entry here of December 6th for $10,000, but it does not neces- 
sarily say that that is that cheque. 

Q. Is the next business day the 7th? A. Yes. 

Q. And then the 8th? <A. Yes. 

Mr. CoMMISSIONER: I thought somebody said it was.a Saturday. 

Mr. Hopeins: Yes, Mr. Lindsay said it was a Saturday, and it was just 
before the close of the bank, and he walked up— A. The first was Saturday. 

Q. Then was the 8th Saturday? A. Yes. 

Q. Is there any $10,000 on the 8th; what is this? A. That would be 
another entry, general ledger. 

Q.° This first column on page 4382 are the cheques paid out? Asoo Yes. 

Q. Can you tell me from the look of the book what period of the day it 


was paid out—do you enter them in sequence as they are paid out? A. No, | 


T used to put them on a file and enter them after dinner usually. 

Q. The last would come first, would it not? <A. That $10,000 would be 
likely to be one of the first. 

Q. How would it be that the receiving teller would pay out that money? 
A. Well, he may have received credit on deposit and paid out the balance in 
cash from sundry cash he received. 

Q. Is that what you think from the look of the cheque? A. I cannot con- 
nect that $10,000 being in my blotter, because if it was in my blotter it would 
have my paid stamp on it. 

Q. If the receiving teller paid it out he would put a slip through to you, 
would not he? A. Not exactly. 

Q. Who was the first receiving teller then? A. I think it was Linton. 

Q. Where is he? A. He is manager of the Arthur Branch; he succeeded 
me as receiving teller. 

Q. Whose initials are on that cheque—somebody suggested Graves? A. It 
might be Graves; Graves was the ledger keeper at that time. 

Q. What does the pencilling on the back, $10,000, mean, and whose hand- 
writing is that? A. I could not say unless it was the receiving teller’s; it is 
not mine. 


Arthur. 

Q. Have you your statement book here and does that show? A. They 
destroy them every five years; we have no record of the statement. I think that 
$10,000 entered there must be another cheque; I do not remember any trans- 
action with this $10,000 cheque at all, and those are not my pencil figures on 
the back. 

. Q. You think if you had paid that you would be able to see something on 
it to indicate you had to do with it? <A. I think if I paid part of it in cash I 
would mark on the back what I paid. . 

Q. Supposing you paid it all in cash? A. I would mark it all on the back 
what I paid him. 

‘Q. Why is that done? A. In case of a shortage at night you could tell, 
you could check over all your cash and find out what denominations you are short. 


Q. You say his name was Linton? A. Yes, A. J. Linton, Traders Bank, 


ace ~- 
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ARTHUR R. SHAVER, Recalled by— 


Mr. Hopeins: Q. There is an entry here with regard to commission of 
15%, payable to Mr. Travers, which is said to be altered, page 27 of the minute 
book of the bank; are those minutes in your handwriting? <A. Yes. 

Q. And do you notice this on page 27, “ Appointment of general manager ” 
—just read that through—is that as you wrote it originally? <A. Yes. 

Q. No change? A. No, sir; no change. 

Q. It is said that the 10% is changed? A. Well, now, on closer examina- 
tion I say it has been altered; I did not observe it at first. 

Q. Where did you get the information from that enabled you to put in that 
memorandum? A. I was given, I suppose, the papers in connection with it. 

Q. What did you originally write there as far as you know? A. I could 
not tell you. 

Q. How did you come to change it or did you change it? A. I did not 
change it. 

Q. Do you know anything about the change? A. No, sir; I did not 
observe it till now, and would not have observed it except on the closest scrutiny. 

Q. Look at page 133, under the heading of “ Credits granted”; you notice 
one of those is “ George Wishart, and Keeley, J. W. Mine, $50,000” is that as 
you wrote it in—I suppose the entry is in your handwriting? A. Yes, sir. 
These figures are out of alignment; I did not make it that way. 

Q. What did you write in opposite George Wishart, and Keeley, J. W. Mine? 
A. There seems to be another nought put on. 

Q. Making it what? A. $50,000 instead of $5,000. 

Q. Do you kown anything about that alteration? A. No. 

Q. Do you notice on the same line the word “ mine”, is that in your hand- 
writing? A. Yes, I think so. 

Q. The last three lines: “The General Manager explained the formation 
and interests in Keeley Mine, which was satisfactory to the Board, and further 
advances were authorized, if necessary ” ; whose handwriting is that in? A. In 
mine. 

Q. Was it put in at the same time or later? <A. Later. 

Q. How much later? A. I could not say; it might be weeks, it might be 
months, I could not say. 

Q. How did you come to make that addition? A. Mr. Travers asked me 
to write it in. 

Q. Do you say weeks or months? A. I cannot say, quite a considerable 
time, it may not have been months. 

Q. After the next meeting of the Board? A. I could not say; there was 
something written in the book here afterwards, I don’t know how much. 

Q. This is June 17th, and the next meeting was the 15th July, was it written 
in and changed before the next meeting, or was it after that? A. Oh, no, the 
book was written up somewhat when this addition was put in. 

Q. You mean there had been further entries in the book? A. Yes. 

Q. Then that would be after the 15th July. <A. Yes. 

Q. The next minutes after that meeting would have been writtenin? A. Yes. 

Q. Why did you put that in if the minutes had been passed? A. Mr. 
Travers asked me to come down to his office and he dictated to me what went in 
there. 

Q. Why did you put itin? A. I was told to write it in. 

Q. You need not have done it? A. No, I see that now. 

Q. Why did you do it at all; was it in consequence of his orders? A. Yes. 

Mr. ComMMIssIoNER: Was there no explanation made; surely you knew if 
you did that you were committing forgery? A. I did not realize that at the time. 

Q. Did he give you any explanation of why it was to be done? A. No, sir. 
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Q. None whatever? A. No. 

Q. I cannot understand your altering the minutes unless there was something ? 
A. He said something about going to put through the resolution afterwards, or 
something of that sort. 

Q. Did he say to you that it had been done, what he was asking you, at that 
meeting? A. I cannot recollect whether he did put it that way or not. 

Q. Because his explanation is, as | understand it, that the minute, as you 
corrected it, is what actually took place at the meeting and that the correction was 
made so as to make it correspond with the tact? A. Probably he did tell me 
that. 

You do not know, you have no memory about it? A. No, sir. 

Had you any banking experience before? A. No, sir. 

What had been your business? A. Accountant. 

Surely you knew that to put something in that had not occurred and so 
alter the minute was a forgery, didn’t you? A. I did not know it then; I have 
learned it since. 

Q. Do you think you could alter a note? A. No, I think that would be 


wrong. 


,OLOO 


Q. What were those minutes written up from, they were not written as the_ 


thing was proceeding, what were they written up from? A. Sheets, immediately 
after the meeting. 

Q. In whose handwriting were those? A. They would be typewritten. 

Q. Who made them? A. The Secretary, Mr. Travers’ Secretary. 

Q. At the meeting or after the meeting? A. I could not say as to that, 
they would be given to me after the meeting. 

Q. Who took the original minute? A. I don’t know. 

Q. Did you ever see any original minute? A. No, these were given to me 
as the original. ~ . 

Q. But you quite understood from what you have just said that that was not 
what was written down in the presence of the Board, that typewriting; I understood 
you to say that‘the Secretary typewrote it? A. They were given to me in type- 
writing ; I did not see any others. 

Q. You do not suggest that those were typewritten at the meeting? .A. I 
did not see any others. 

Q. That is all the light you can give us? A. Yes, sir. 

Mr. Hoperns: I do not think there is anything else unless Mr. Travers wants 
to say something. 

Mr. Travers: If you wish me to speak as to the second agreement I may be 
able to throw some further light on it. 

Mr. Hoperns: If you wish to. 


W. R. TRAVERS, Recalled: 


Witness: My recollection of the matter is I asked for 15%, it was with 
Mr. Lown, and he said I had to be satisfied with what I have got, and after the first 
went through the second one went through. 

Mr. Hopeins: Which do you call the first one? A. The first one was the 
10%, and the second one was the subsequent one, that I remember quite plainly. 

(). The 10% one was the agreement which was confirmed at the meeting? 
A. At the Provisional Board, but ‘I did not see those minutes. 

(). That was the one that was confirmed at the Provisional Board? A. At 
the Provisional Board, I found it in the minutes afterwards. 


an 
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Q. The second agreement of the 4th July which was altered owing to Smith’s 
objections, I think we have been told was made in the afternoon? A. The 10% 
agreement and the other agreement were made simultaneously, and the other 15% 
one was afterwards, later in the day. 

Q. What was the reason for making a change after you had made two agree- 
ments? A. The reason that I am satisfied was that they could not get rid of 
Smith on a 15% basis, and they had to settle with him on a 10%. | 

Q. But they settled with you on that? A. That was the first one, and then 
I made the second one with him. 

Q. At what rate were commissions afterwards calculated? A. I cannot say 
that they were calculated at any particular rate at all. 

Q. You just helped yourself? A. Whatever was necessary to pay out I 
charged part to commissions and part to organization expenses. 

Q. You did not go on any percentage basis at all, just paid what you wanted ? 
‘A. Not after the permanent meeting of the Board— 

Q. But from the date of the agreement—A. No, they were just paid on 
account. 
Q. And no one has ever checked over that commission account? <A. No, sir. 

Q. Did you give any of the Provisional Directors any interest in that 15%? 
A. No, sir. 


Mr. CoMMISSIONER:. What do you propose to do as to further evidence; what 
further evidence is it you propose to offer? 

Mr. Hoperns: There is Mr. Fielding’s evidence to be taken and Mr. Warren’s 
and Mr. Wilson’s; those I have arranged with Mr. Hellmuth, if it suits you, for the 
11th or 12th June. Mr. Warren will be able to get back by that time. Then there 
is the evidence of Dr. Beattie Nesbitt; and if we can get Wishart to come over, 
there will be his evidence. I think that will conclude the evidence. There is a 
witness that is to be here at two o’clock this afternoon. 

Mr. CoMMISSIONER: I wish to add to what Mr. Hodgins has said. He has 
already intimated that upon the question of these deposits he has exhausted all the 
means of information that were available to him. If anybody has any information 
upon this subject, any witness to suggest, or any means of enquiry to open, com- 
munication should be had with Mr. Hodgins, and if there is any reasonable ground 
for incurring the expense, the persons named will be examined, and the direction 
of the enquiry followed out. I want nobody to say that this Commission closed 
without the fullest opportunity being given to everybody who has made accusations 
against anybody else to substantiate those accusations. 

The Commission adjourned from 1 P.M. to 2 P.M. 


The Commission resumed at 2 P.M. May 31st, 1912. 
WILLIAM F. MACLEAN, Sworn, Examined by— 


Mr. Hopeins: ‘Q. You are the Managing Editor of the World Newspaper 
Company, or what is your position? A. No, I am the Vice-President. 

Q. Of the World Printing Company? "A. Of the World Newspaper Com- 
pany, Limited. 

Q. You have something to do with the other Departments? A. Yes. 

Q. In fact you are editor in chief, are you not? A. I think 50, yes. 
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Q. Mr. Greenwood, during 1907 had what position in the office? A. Man- 
aging Director, he had full charge. 

Q. Had he full charge of the financial end of the business? A. Yes, every- 
thing. 

Q. Had you any charge of the financial end of it? A. I assisted him, he 
was the recognized one and was there all the time and did all the work and I helped 
him along. 

Q. Would it be unfair to say that the financial end of it required the assist- 
ance of both yourself and Mr. Greenwood? A. Often, yes; I helped him when- 
ever I could. 

Q. There was a need of money? A. Yes. 

Q. Even money for wages? A. Yes, sir, often. 

Q. What was your usual bank account, who did you deal with before 1907? 
A. Our account has been for several years in the Sterling Bank; before that it was 
in the Dominion Bank. We have done business with several banks in the city. 

Q. When did you first apply to the Farmers Bank? A. I could not say; 
we discounted notes there on several occasions, quite a number. 

Q. It would be a matter of discussion I should imagine between you and 
Greenwood as to opening up negotiations with a new bank? A. It might be, yes. 

Do you remember that it was? A. I know that Greenwood and I dis- 
cussed that question and we went down to see the bank with some notes to discount. 

Q. Why did you select the Farmers Bank? A. Probably we had to go 
there to get done what we had to do. 

Q. You mean to say your own bank—A. Sometimes we could not discount 
paper in our own bank if our account was overdrawn, and it was often overdrawn. 

And you say that was the cause of going to the Farmers Bank? A. Yes, 
we needed the money and we had to discount the paper we had. 

Q. Do you remember that as a matter of memory? A. Yes, I remember 
we wanted money and went down and got some. 

Q. Did you know Travers? A. I made his acquaintance in the Bank 
through Greenwood. 

Q. On this occasion do youmean? <A. That is the first time I had met him. 

Q. You had never met him before? <A. I do not think it. 

Q. Was Greenwood a friend of his? <A. Yes. 

Q. When was it you began dealing? A. About the time the bank opened 
business. 

Q. It started first January, 1907? A. Well, I suppose almost immediately 
after it started we did some business with them. 

Q. Flew at them at the outset? A. Probably. 

Q. What sort of notes did you take? A. As far as I recollect customers’ 
notes and some accommodation notes made by the World Newspaper Company and 
endorsed by myself and Mrs. Maclean, and perhaps by Greenwood, I am not sure as 
to that; I would think that was it. 

Q. What had you people to do with F. W. Stair? <A. _F. W. Stair is the 
owner of the Star Theatre, and they had to do a lot of advertising, and in doing 
business with them we either got a cheque or note from them; we did not collect 
weekly, but always got $400 or $500; we either let their account run and got a note 
or took a cheque from them. 

Q. You know Colonel Matheson? A. Yes. 

Q. I see that on the 20th May, 190%, the Treasurer of Ontario began to 
deposit in the Farmers Bank amounts which ran through May and part of June 
till finally consolidated by a deposit receipt on the 14th June, 1907, of $10,000; 
what do you know about that transaction? A. I know very little about it. 

Q. What little do you know? A. I may have heard Mr. Travers say to 
Greenwood or heard from Greenwood that he had been asked to put in a word with 
some one in the Provincial Government to get a deposit for the Farmers Bank. 
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Mr. CoMMISSIONER: Who is he; do you mean Greenwood? A. Yes, if I 
heard it from Greenwood it was that he had been asked by Travers or some one to 
put in a word to help him to get a deposit, saying that he was entitled to as much 
consideration as other banks. 

Q. You think he began about the beginning of 1907? A. Yes, when the 
bank was started. What is the date of that Stair note that we put in? 

Q. I will speak about that later, was that the beginning of your dealings? 
A. I would think that would be about then; yes, what is the date? 

Q. The books do not tally with that; the books apparently give the Stair note 
as the 31st December, 1907? A. When did the bank open? 

Q. The 2nd January, 1907, and the first deposit was the 20th May, 1907, 
by the Provincial Government. You see if you are right in fixing that date for 
the Stair note you could not have been dealing with them till the beginning of 
1908? .A.. Why? 

Q. Because that is the date of the note, December 31st, 1907? A. And the 
bank began when? 

Q. The 2nd January, 1907? 

Mr. COMMISSIONER: Nearly a year before. A. Then we did business 
before that; we must have done business right after the bank opened. 

Q. That is your recollection? <A. Yes. 

‘« Mr. Commissioner: Where is the Bills Receivable book? 

Mr. Crarxson: They have a liability ledger which is supposed to show all 
the discounts. 

Mr. Hopeins: You said you may have heard from Greenwood that he had 
been asked by Travers to put in a good word to get deposits? A. Yes. 

Q. It would not be a mere casual remark, would it? A. That is all I 
knew of it. 

Q. Did not you connect it in any way with your loan? A. No, sir. 

Q. Or discounts? A. No; what we put in any time I was there, anything 

that I know was put in on its merits, either as customer’s notes or our own paper. 
_ Any business with Travers I saw in the bank was a note taken down there, would 
he discount it. Sometimes he would not discount it; he either said if it was a 
customer’s note he wanted a better one, or he had not the money. 

Q. What had you to do with inducing the Provincial Treasurer to deposit? 
A. Nothing that I know of. 

Q. Did you ever see him? <A. Not that I know of. 

Q. I would like to be sure about that? A. I never saw him about it. 

Q. Did you know that Greenwood was seeing him about it? A. I cannot 
say but I have heard since about it, but I do not know that Greenwood went up to 
see him. 

Q. The ¥ way it is put is this, that in consideration of your getting the deposit 
from the Provincial Treasurer and using your political influence for that purpose 
you got discounts or money from the Farmers Bank? A. We did not; I never did 
anything of the kind or promised to do anything of the kind. 

Q. Did you see any one other than the Provincial Treasurer about it? A. 
No. Since that administration has been in office I have not seen the Premier more 
than three times; I do not think I have ever seen Colonel Matheson more than 
twice or had hardly any communication with any member of the Government. 

Q. It isa bit of a puzzle, because this first $10,000 deposit begins in May and 
unless we find something earlier in the books your own dealings did not commence 
‘till the end of that year? A. Then if there is not anything in the books, you told 
me we discounted something there when the bank opened. 

Q. I asked you how soon you began, and you said you thought soon after the 
bank opened? A. Yes, I cannot tell the date. 

Mr. CoMMISSIONER: Is there any account of the World Printing Ces in 
the book ? 
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Mr. CrarKson: I have two, but they are of a later date. 

Mr. Travers: A lot of those were casual discounts. 

Mr. CoMMISSIONER: Where is that book? 

Mr. CiarKson: , It is in my office; I will send for it. 

Mr. Hopeins: Did Greenwood report to you the success he had in getting 
a deposit in accordance with Travers’ request? A. No. 

Q. He did not report that to you? A. No. 

Q. Did you not ask him? A. I don’t know that I did. 

Q. What did you know about the deposit which resulted in the deposit receipt 
in June, 1907? A. I don’t know anything about it. 

Q. What do you know about the subsequent deposit receipt? A. I know 
nothing about it excepting that I have heard on the records of Parliament and in 
the newspapers. 

Q. I mean what personal connection had you with the obtaining of the deposit 
for the Farmers Bank which resulted in the two deposit receipts of May, 1908? 
A. I know nothing except this document was circulated in an election. 

Q. What is that? <A. It is a query to the electors of North York: “ What 
is your opinion of the Government who deliberately handed out $35,000 of your 
money to Dr. Beattie Nesbitt and Bill Maclean? If you disapprove, vote for J. M. 
Walton.” I never got any money with Beattie Nesbitt. The same thing was on 
the records of Parliament, and nearly every meeting I went to, that is all I knéw 
of it. 

Q. Will you look at that letter which Mr. Travers said he thinks he sent 
Colonel Matheson and Colonel Matheson denies having got it; just look at the 
statement and the date of the letter. (Exhibit 68, letter of June 18th, 1908). A. 
What about it? 

Q. Yov see the statement made in there, connected with the World News- 
paper? A. (Reads) “A few weeks ago I made some advances to the extent of 
$35,000 on the promise that $25,000 would be deposited by you, which was re- 
quested by the friends of Dr. Beattie Nesbitt and $10,000 at the request of the 
World newspaper”. That is he said he made an advance of $10,000 at the 
request of the World newspaper. 

Q. No, I take it that he made the advance of $35,000 on the promise that he 
would get $25,000 deposit through Dr. Beattie Nesbitt’s and $10-000 through the 
World Newspaper Company’s influence? A. (Continues reading letter): “You 
were good enough to put in $25,000 but this leaves my reserves still $10,000 
reduced, and I would be glad if you could see your way clear in the matter to make 
a further deposit of this amount and greatly oblige”. 

Q. What do you know about the statement in that letter? A. I don’t know 
anything about it. 

Q. ‘The amount as stated in that letter is exactly the same amount that is in 
this political circular? A. Yes, and it is always turning up. 

Q. We have $25,000 deposit receipts issued in May, 1908; we have no 
$10,000 later than the date of this letter, but we have one prior. After the be- 
ginning of 1908, which was the second year of the bank’s existence, did you make 
any efforts to get deposits for the Farmers Bank? A. No, sir. 

Q. Did Mr. Greenwood? <A. Not that I know of. 

Q. Mr. Greenwood’s letters have been put in, which, so far as we can tell 
from their dates, indicate that he was trying to get a deposit still (shows letters of 
Mr. Greenwood to Mr. Travers, Exhibit 69) you see there is no year on those 
letters, but they are dated June 20th and 21st; they bear dates a few days after 
that other letter, don’t they? A. Yes. 

Q. Evidently when Travers wrote that he thought he had some promise that 
through the influence of the World Newspaper Company he would get a deposit 
of ten thousand dollars, and if those letters are of 1908, it would show as though 
Greenwood was striving to get it from Col. Matheson? A. Yes. 
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Q. Do you know anything about those efforts of his? A. No. 

Q. Nothing at all? A. No. 

Q. Never discussed it with him? A. No. 

Q. Did he not report that to you? A. I could not recall it. 

Q. After that date, May and June, 1908, were not you borrowing from the 
bank, had not you after about a year’s dealing, if your idea is correct, been getting 
a great deal into their debt? A. Yes. 

Q. And you say that no suggestion, that in view of that or if you wanted 
further advances you must try and find a deposit for them? A. No, sir; any 
advance that was got we put up good endorsed paper and paid the interest, looked 
after it when it became due, made reductions, and if they were customer’s paper 
whatever reduction was made was turned over to the bank with the renewal. 

Q. Even taken that for granted, well endorsed paper is not money? A. No. 

Q. Did you never meet with the difficulty with Travers that he would not 
advance the money because he had not got it, and you would have to get some one 
to make a deposit before he would do it? <A. No. 

Q. No doubt about that? A. No doubt about it. 

Q. How often had you seen Travers? A. I could not say, several times. 
Any issue Travers ever raised was our paper good, and had he the money to dis- 
count it. 

Q. Look at that letter, that is the only one I can find with any date on it, 
December 15th—could you say what year that was? A.. No. 

Q. Why do newspaper men never put the year on their letters? A. I do 
not know. 

Q. That is probably December, 1907, but it looks as if you were getting 
money from him not upon good paper? A. This is a cheque. 

Exuisit 75: Letter of witness to Mr. Travers, dated December 15th. 

Q. That would not be discounting good paper, would it? A. I do not know 
—“Send in Thursday”, that would mean to let it go into the bank it was drawn 
on and it would be met. 

Q. That is cashing a cheque of the World Newspaper Company on some 
other bank? A. Yes. 

Q. That could hardly be called turning in good paper? A. I have often 
cashed a cheque like that in the bank. 

Q. Mr. Clarkson produces the Casual Loan Book, beginning on the 3lst 
July, 1907; I do not find anything of the World Newspaper Company down to the 
31st December, 190%. may I ask you, Mr. Travers, have you looked over this list 
here and can you say none of those are World discounts? 

Mr. Travers: JI find none has any connection only the one you spoke about, 
that is the one that starts in the ledger. 

Mr. Hopneins: What about the other ones before that? 

Mr. Travrrs: They are all sundry people; that would be every note that 
goes through the bank. 

Mr. Hopeins: Do you find any name there that would indicate the World? 

Mr. Travers: No. February 8th, 1907, is the first casual loan transaction. 

Mr. CoMMISSIONER: By whom? 

Mr. TRAVERS: Not by the World Newspaper, and there is nothing in 190%, 
in the casual loans to the World. 

Mr. Hoperns: The casual loans in this book, page 389, begin on February 
8th, 1907, and run down to July 31st, and in the other book which is before the 
Commissioner they start on July 31st, ‘and go on down from that. 

Mr. CoMMIssIONER: March 19th, 1908, W. H. Greenwood, there are several 
under the heading of Greenwood. 

Mr. Hopeins: Mr. Greenwood said he occasionally put notes of his own in. 

Mr. CoMMISSIONER: Your inquiry seems to lead to the conclusion that there 
were no transactions until December, 1907. 
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Mr. Crarksons: Yes, that is it. The books show December, 1907, as the 
first transaction. : 

Mr. Hopeins: . Was that the first transaction in any body’s name? 

Mr. CLARKSON: So far asI can say? A. That is the Stair note, is it? 

Mr. Hoperns: Yes? A. This letter is in 1908 (Letter June 18th, 1908, 
Exhibit 68). 

Q. That letter indicates that the ten thousand had been deposited; you can- 
not throw any light on that earliest deposit in 1907? <A. No, sir. 

Q. Was there any understanding between Travers and Greenwood or your- 
self by which either Greenwood or you were to solicit deposits for the Bank in con- 
sideration of obtaining a loan? A. Not the slightest. 

Q. The fact is that loans were made to you? A. Yes. 

Q. This letter, Exhibit 68, makes the definite statement that Travers was 
promised a deposit of ten thousand dollars at the request of the World Newspaper? 
Bo Yes. | 

Q. That is in June, 1908? A. Yes. 

Q. What can you say to that? A. JI made no such request and I do not 
know of its being made. 

Q. Was Greenwood able to run these things by himself without any reference 
to you, the financial part? A. Oh, yes; I was away most of the time. 

Q. I do not think I have got very much information from you about any 
interviews with the Provincial Treasurer or any member of the government? A. 
No, sir. 

Q. Have you disclosed all you know now about these deposits and the way 
in which the loans were made? A. So far as I know, yes. 

Q. You cannot throw any more light on it? A. No, sir; as I say, I have 
not written a letter or been up to the government or asked for anything that I 
know of. 

Mr. CoMMISSIONER: Would the books of the World Company show when 
you commenced to discount with the Farmers Bank, did you keep a bill book? A. 
Yes. 

Q. Because according to the bank books all these deposit receipts were issued 
before you commenced to do business with the bank at all? A. Yes, I under- 
stand. 

Mr. Hoperns: That is the ten thousand dollar deposit receipt? 

Mr. COMMISSIONER: Yes, you are right, the first ten thousand dollars. 

Q. Was there at any time any agreement or understanding that in considera- 
tion of you being accommodated by the bank you should use influence, direct or 
indirect, with the government to procure a deposit for the bank? A. There was 
not. 


Ss 


Q. Was there ever any understanding that in consideration of going easy 
with your account you should do what you could to get them a deposit? A. No, 
sir. | ee 

Q. If there was any effort made to get a deposit by Mr. Greenwood you say 
none was made by you? A. None was made by me. 

Q. How did he come to do that, Mr. Greenwood, if he did, as apparently he 
did, use his endeavors to get deposits for the Farmers Bank, do you know why he 
did? A. He may have done it on account of his acquaintance with Mr. Travers. 

Q. Did you ever hear, did you ever understand or suspect that there was 
any understanding between Greenwood and Travers or the bank that you should 
be accommodated in consideration—? A. There was no such understanding. 

Q. I mean did you ever hear of such an understanding? A. No. 

Q. Or suspect any such understanding existed? A. No; anything we did 
with the bank was on the merits of the proposition as it was suggested. 

Mr. Hoperns: You knew this was a bank which was just beginning? A. 
Yes. 
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Q. You knew it was not in good odor with the other banks? A. Yes. 

Q. Did you ever make use of any pressure upon Travers to get a loan from 
him? <A. Never. 

Q. You are quite aware that any remarks or adverse criticism in your paper 
would affect the standing of a new bank? A. It might. 

Q. Did you ever, directly or indirectly, suggest to Mr. Travers that it would 
be wise in his own interest to accommodate the World? A. No, nor for any 
other bank. Do you want to see the World books? 

Mr. Hoperins: I would like to see it owing to the dates. 

Witness: I will look it up. 

Mr. Hoperns: Mr. Greenwood is not with you now? 

Witness: No. 

Mr. Hoperns: If you would send me a copy of the account I think that 
would be sufficient. 


GODFREY T. CLARKSON, Recalled :— 


Mr. Hopeins: In calculating the paid-up capital which the bank actually 
got you gave us $532,000, or, if the loss of the American Piano Company’ 8 was 
not counted, $552,000? "A. That is it exactly. 

ALES | a: to ask you whether that amount actually came from the ee 
holders, irrespective of those two loans which were originally got from the Trusts 
& Guarantee Company amounting to one hundred thousand dollars? <A. Yes. 
I put in a detailed statement showing the receipts from each and every stock- 
holder. 

Mr. Commissioner: Is that the same book? A. No, there is an absolute 
detailed statement showing dollar for dollar received from every stockholder; but 
included in the sixty-seven thousand are those items to which I took exception 
in my report. 

Mr. CoMMISssIONER: It is hardly worth while putting all that in. 

Mr. Hopveins: You have the actual details showing that? A. Yes, the 
actual facts. 

Q. It is not the case of the bank having $532,000 less this $100,000, but 
having the whole amount paid up in cash from the shareholders? A. Yes, the 
bank received actually from shareholders five hundred and thirty-two thousand 
‘dollars and twenty thousand more if you do not deduct that loss on the Tevis stock. 

Mr. CoMMISsIONER: How would it be, if the World Newspaper Company 
- would not object, to look at their bills payable and report to us what they show 
about that account? 

Mr. Cuarxson: I will do that. 

Mr. Commissioner: If there are any entries there showing anything about 
this you had better have them here. 


The Commission adjourned at 3 p.m. to meet in Ottawa, Monday, June Loth, 
1912, at 11 a.m. 


Certified correct, volume two. 


E. NIetp, C.S.R., 
Official Reporter. 
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Ottawa, June 10th, 1912. 


The Commission resumed its sittings in the Railway Committee Room of the 
Senate at 11 a.m. 


PRESENT: 


Hon. Sir WM. MEREDITH, Commissioner. 
Frank E. Hopains, K.C., and Joan THompson, K.C., representing the 
Dominion Government. 


HON. W. S. FIELDING, Sworn, Examined by :— 


Mr. Hopetns: You were the Finance Minister in the late Government in 
1906? A. Yea. 2 

Q. And you had to do with issuing the certificate for the Farmers Bank? 
ory OS: a 

Q. And you had some knowledge of the incorporation or rather the exten- 
sion of the time withit which the bank was to organize? <A. Yes. 

Q. And if I remember right you opposed the granting of the last renewal? 
SN aha i i 

Q. Would I be right in saying that you succeeded in reducing the renewal 
to six months? A. I think that is a fair statement of the case, sir. I was my- 
self indisposed to renew at all, but the feeling of the committee was strongly the 
other way and we finally compromised on a six months extension. 

Q. There was a telegram which I saw from Mr. Lown; did you know Mr. 
Lown—he was one of the provisional directors? A. No, I have no recollection 
of any telegram from Mr. Lown. 

Q. It was one I have been stating that the committee had, as I recollect it, 
turned you down in the matter? A. I am afraid that is substantially correct. 
1 do not think there was a division on the question, but the sentiment of the com- 
mittee was clearly in favor of giving them the extension; in that sense it would 
not be wrong to say the committee turned me down. 

Q. Were you the only one that was opposing? A. I have no doubt there © 
were some others in sympathy with me, but I cannot recall anybody who took any 
active part in opposing. 

Q. Was your objection, do you recollect, based upon the fact that they had 
taken so long to get the stock taken up, that it was inadvisable to renew it, or 
had it anything to do with the personnel of the bank? A. It had nothing to 
do with the personnel. From the beginning I disliked, I do not think the word is 
too strong, I disliked the movement, because I was afraid a number of farmers 
were going into a business they did not like and undertaking responsibilities which 
they did not appreciate, and that was my reason; I did not wish that these people 
should be denied the privileges that were granted to other people, but when they 
came again that rather confirmed me in my own unfriendly view, it struck me they 
were not as strong as they should be. 

Mr. CoMMIssionER: You said a business they did not like? A. That 
they did not understand, I mean. 

Mr. Hoperns: Had you formed any opinion at all as to the probability that 
these gentlemen who were promoting it would be able to raise the necessary capi- 
tal within six months? A. Not definitely; I thought perhaps when they wanted 
@ year and only got six months it might make it a little harder for them, they 
would have to hurry up. I looked upon the application for a further extension 
as an evidence of weakness. 
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Q. The incorporators may have had a few farmers among them, but Mr. 
Lown was a barrister, and Dr. Ferguson a physician? A. It was generally talked 
about that they were seeking capital from farmers; that was common talk; and 
‘the name implies that. 

Q. You said in the House that you always viewed the incorporation with 
anxiety? A. I did, because I understood it was an effort to get farmers, as 
the name implied, and I thought it was a line of business that probably they were 
not the best capable of going into. 

Q. Were you aware that Mr. Calvert was in charge of the Bill? <A. I 
remember at some stage that Mr. Calvert was present at the committee meeting, 
I cannot say whether he was in charge of the Bill or not, but I have some recol- 
lection, I think, of Mr. Calvert thinking I was rather hard on them in opposing 
their views. I have no particular recollection of him being in charge of the Bill. 

_Q. _Had you any knowledge of the matter till the issuing of the certificate 
came up? <A. No. 

Q. They had got their extension and it was for them to make good, so to 
speak, or to come before you again? A. Not exactly come before me again; in 
the first stage they were coming before the committee; the next stage they would 
come before me as Minister. 

Q. In the interim you had heard some gossip, I understand, in banking 
circles before the question of the certificate came up at all? A. I do not recol- 
lect of hearing anything with regard to this particular bank. For the last year 
or two before that bankers were saying that these movements for the organization 
of new banks very often took the form of getting capital through notes; it was a 
general conversation as to the tendency of the movements for new banks, gossip 
of that character was current; I do not recollect of hearing anything particular 
as to the proceedings of this bank in that way. There was something came up 
later on in correspondence, of which the record speaks. 

Q. Was it that general gossip that was in your mind when dealing with the 
certificate? A. My mind from the beginning was suspicious; my mind was 
rather unfriendly to the movement from the beginning; that kind of gossip might 
emphasize it a little, but from the inception of the movement I looked upon it with 
a little anxiety. 

Q. When the matter first came before your attention as Minister with regard 
to the certificate, had there been any suggestion by way of gossip or otherwise about 
this particular incorporation? A. I cannot recall any, sir. 

Q. The reason I ask you that is that in answer to a question by Mr. Foster 
in the House, I see in the debate you are quoted by Mr. Henderson as having stated 
as follows: “There was some gossip in bank circles concerning the Farmers Bank 
of which we became aware”? A. That would be in line with what I have already 
said; the bankers generally were unfriendly with the movement, regarding it not 
as a strong movement. There would be gossip of that character among the prin- 
cipal bankers. 

Q. Mr. Henderson thought that your answer indicated that he was one of 
those who had been retailing gossip, and you said no, you had not that in mind. 
The answer you made there was, “That there was some gossip in banking circles 
concerning the Farmers Bank of which we became aware. I do not see how we 
ean take cognizance of that. There is an answer as to any representation that 
was made in the proper way. There was gossip abroad concerning the Farmers 
bank; I was well aware of it”. Mr. Henderson then went on to say he supposed ~ 
you included him among those retailing gossip. When did you first become aware 
that the certificate was being applied for to the Finance Department? A. The 
record will show that; I think they deposited their money—which, although not a 
formal application, is an indication they are applying—they deposited their money 
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a month or so before obtaining the certificate, but they did not at the same time 
make a formal application; that came later. The records will show that. 

Q. The deposit, if my memory serves me right, was on the 23rd October 
and they had a month? A. Yes, it was some time before. 

Q. About the 26th November was the meeting, and the 30th was the day 
on which the certificate issued? A. I think that is correct. 

Q. Would that application come before you personally in the first instance 
or how? A. Very likely the Deputy would bring it to my notice immediately ; 
these things would be matters of routine in the Department, but any matters of 
importance the Deputy would usually call my attention to, and he probably did so. 

Q. The payment of the money would of course come to him first, a notice 
Orrtiat 2. aAs Fest 

Q. And then any formal application that was made would come to him first? 
A. Yes. 

Q. Would you hear that the money had been deposited or would he bring 
it to your notice when the application was made? A. It is quite likely he did 
before, although I have no distinct recollection of that; he would probably men- 
tion it, knowing from the beginning I was anxious about the bank; I have no 
distinct recollection, but I think it is quite altogether likely he did. 

Q. At any rate, no action would be taken by you until the formal applica- 
tion for the certificate came in? <A. No. 

Q. The treasury board consisted in those days of how many? A. I think 
there were five, if my memory serves me. 

Q. My recollection of Mr. Boville’s evidence is that it was five and the Fin- 
ance Minister? A. I would leave that for the records to speak. 

Q. Do you remember what the requirement was at that time? A. I think 
we did business with three; when that was originally established I do not know, 
but business was frequently done for years in the Treasury Board with three. 

Q. Under the Act I think the duty is cast on the Treasury Board itself and 
not on the Minister of Finance individually? A. That is true, though naturally 
he would have chief responsibility and his colleagues would look to him largely 
for advice and guidance. 

Q. In section 15 it says: “No certificate shall be given by the Treasury 
Board until it has been shown to the satisfaction of the Board, by affidavit or 
otherwise, that all the requirements of this Act and of any special act of incor- 
poration of the bank as to payment required to be made to the Ministers, the 
election of directors, deposits for security for note issue or any other preliminaries 
shall have been complied with”? A. Yes, that is correct. 

Q. What was the practice of the Department at that time, the duty being 
cast upon the Treasury Board, as a Board, of bringing it to their notice? A. 
We would naturally look to their precedents as to the form and method followed 
in previous cases; the bank established its good faith and we would see whatever 
was done in previous cases was done in this case; that would be a matter of routine 
which we would count on the Deputy doing and bringing to our notice. 

Q. Would the Deputy, who then was Mr. Boville, have to ascertain that the 
preliminaries had been all complied with? A. By the examination of the papers, 
yes. 

Q. Which would then come to you? A. -Yes. 

Q. And from you to the Treasury Board? A. Yes. 


Q. Had the practice been to require any evidence of any particular kind? 
A. I think all the evidence that was ever required in any previous case was re- 
quired and taken in this, and indeed I am informed and believe, although IL 
could not give you the date, that there have been cases, one case at least, in which 
~ on similar evidence, but without any affidavit whatever, the bank certificate was 
granted; I think it will be found; but that is a matter to which Mr. Boville can 
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speak better than I; but I think every precaution taken in any previous case was 
taken.in the case of the Farmers Bank. : 

Q. During your continuance of office as Finance Minister, what was the prac- 
tice that had been followed? A. The same, the Deputy would bring the papers 
before us; if there was any question of legal procedure, as a matter of safety he 
would refer to the Department of Justice and obtain the advice of the Department 
of Justice. : 

Q. That would all be done before it would come before you? A. I might be 
away, or the Deputy might tell me what was going on, but that would be his duty 
and bring the papers before me; probably during the process of that he would 
bring the matter before me. 

Q. When you speak of another case when an affidavit was not required, are 
you speaking of during your time? A. No, but in looking into the matter I 
was informed in the Department that there was one case in which the certificate 
was issued without any sworn statement at all. I do not say that to find any fault, 
merely as showing that the precedents were, in our case, fully lived up to and more. 

Q. During your regime as Minister of Finance another method was adopted ? 
A. I think we required the affidavit, but there again I would have to leave the 
records and the Deputy to speak of that; I could not speak with positiveness. 

Q. You had an interview with Mr. Travers? A. Yes. 

-Q. Up to that time, what knowledge had you of the preliminaries? A. 
I do not understand what you mean by the preliminaries. 

Q. The matters which the Department required to be done? A. [I think 
the Deputy Minister informed me that Mr. Travers had been in to see him, but 
I was‘ very much engaged with the Budget and could not see him, and the next 
day, I think it was, I told the Deputy I would arrange to see Mr. Travers. Up 
to that time, although Mr. Boville was probably talking to me about the matter, 
there was no formal action taken by me. 

Q. Your Budget speech was delivered on the 29th November, as Mr. Boville, 
J think, mentioned ; I suppose that is a very busy time with the Finance Minister? 
A. Yes. 

Q. And it practically excludes all other business? A. Yes. 

Q. The declaration that Mr. Travers sent to the Department with all the 
other papers was made in Toronto on the 27th November, 1906, and it reached 
the Department, say, on the 28th; that appears to be the date, the 28th, at which 
the papers were submitted to Mr. Newcombe, the Deputy Minister of Justice, and 
his reply is on the same date. Did that precede your knowledge of the matter, 
you being engaged on the 29th? A. Mr. Boville may have mentioned to me 
that matter; it would not engage my attention; he may have mentioned the mat- 
ter was in-that shape, but certainly I would not give it any attention at that time. 

Q. According to Mr. Travers’ evidence, he appears to have seen you three 
times? A. Will you kindly read where he says that? I have no recollection of 
ever having seen Mr. Travers three times; I think there must have been a mis- 
take there. | 

Q. He says once on one day and twice on another, whether it was once the 
first day or twice the first day he does not remember? A. Well, never mind 
your statement of the substance its quite sufficient. My recollection is I saw Mr. 
Travers only once. 

Q. That is what I would like to clear up? A. I think no doubt he was to 
the Department before that and saw some of my officials, but I am pretty clear in 
my recollection that I saw Mr. Travers only once and that was the 30th Novem- 
ber, and that was the date the certificate was issued. 

Q. I will find just what Mr. Travers says about that. In one of these inter- 
views he said that you discussed with him quite a number of the subscriptions? 
A. That is not correct, I think probably Mr. Travers may be confusing conversa- 
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tions he had with Mr. Boville or some officer in the Department. I assume Mr. 
Travers meant to be correct, but certainly he is mistaken with regard to such con- 
versations with me. 

Q. This is what Mr. Travers says at page 501: “Q. You went down to 
Ottawa, you say you had three interviews with the Minister—could you tell us 
about one—you were introduced by Mr. Calvert on the first occasion? A. Yes” 
—would that be the interview you recollect? A. The only interview to the best 
of my knowledge that I ever had with Mr. Travers was when he came to the office 
on that day, the day on which the certificate was issued.~ I had forgotten that inci- 
dent until it was referred to in Parliament. I see it states that Mr. Calvert in- 
troduced me. I had at first forgotten that and on first blush would have said no; 
but I remember now that Mr. Calvert did come to the office and said “I would like 
to introduce Mr. Travers”. That was the only interview I had with Mr. Travers. 

Mr. COMMISSIONER: ‘Then at the bottom of page 438 and page 439. 

Mr. Hoperns: At all events you saw him you think only once? A. Yes. 

Q. Was that on the occasion that Mr. Calvert introduced him? A. Yes, 
I only saw him once, and as Mr. Calvert did introduce him that must have been 
the occasion. 

Q. Was that the day he got his certificate? A. Yes. 

Q. What time of day wasit? A. It would be about mid-day, I had written 
to Mr. Travers, having learned that he was inquiring the day before and wanted 
to see me, I had dictated a letter to Mr. Travers arranging to meet him that day; 
I think probably the letter had not been delivered and while the matter was in that 
state Mr. Travers came into the office; it must have been close up to mid-day, one 
o'clock. 

Q. Had any action been taken by the Treasury Board at that time? A. No. 

Q. Any action taken by you towards deciding on the matter? A. No; the 
matter had been the subject of discussion between the Deputy Minister and myself 
from time to time; there had been no definite action taken. 

Q. But on the assumption that your Budget speech was delivered on the 29th 
and this certificate was granted on the 30th, you saw Mr. Travers you say on the 
30th at about noon? A. Yes. 

Q. Could you tell at all what had taken place between the Deputy Minister 
and yourself prior to that?? A. We had had conversations over the matter and 
he had brought the papers to my notice. I think Mr. Boville would probably keep 
me informed from time to time as to what was going on, but I had taken no 
definite action up to that moment. 

Q. You think you had written a letter to Mr. Travers which had not I sup- 
pose been delivered? A. I think the records will show the letter was dated that 
day; I am not sure it had gone out of the office; I know I dictated the letter 
because I afterwards told Mr. Travers in the conversation that a letter was going 
to him and I would be glad if he would give me a written reply. I think before 
that letter had’reached him Mr. Travers came to my office and the interview togk 
place. 

Q. Did you give him the letter then and there? A. No, I don’t think I 
did, I think the letter was in the hands of the Department and would probably be 
sent to him. I do not think I delivered it to him, T have no distinct recollection 
of that, but I told him there was a letter and it-had better go to him and I had 
better have a reply. 

Q. Here is the quotation I wanted to give you on page 412 and page 413; 
he says he had seen Mr. Boville and at that time Mr. Fielding was preparing his 
Budget :— 

“Q. When did you finally see the Finance Minister? A. I saw him two 
or three times. 

“ Notwithstanding the preparation for the budget? A. Later on in the 
week, not in the early part. 
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“Q. On one day or more than one day? A. I think I saw him twice in 
ene day, I am not sure”. 

A. Anything further as to why he called twice, any explanation ? 

Q. I will read what he says: “Q. That is all you saw him, was it not, just 
a couple of times? A. My recollection is I saw him three times. 

“Q. On the same day? A. No, twice on one day and once on another 
day. 

“Q. Once on the following day to the two interviews? A. Yes, I saw 
him one day once and the second day twice, or the first day twice and the second 
day once; I cannot remember exactly. 

“Q. Would your statement to Mr. Hunter be right that you got your certi- 
ficate in twenty minutes? A . After I had satisfied Mr. Fielding, the last inter- 
view lasted about twenty minutes when he gave orders for my certificate to be 
issued. 

“QQ. That was the last interview? A. Yes. 

“Q. After you delivered your letter to him in reply to his? A. I followed 
the letter; I sent it over by messenger. 

“Q. After you had delivered your letter to him in response to his? A. Yes. 

“Your interview lasted twenty minutes? A. I would say about that. 

“Q. And at the end of that time you got your certificate? A. Yes”. 

Witness: That would not be correct, he could not have got the certificate in 
that way and in that manner; he could not have got his certificate till later in the 
afternoon, after the Treasury Board had dealt with the matter. He has been con- 
fusing the interviews he had with some of the officials; to the best of my know- 
ledge and belief I had only the one interview with Mr. Travers. . 

Q. You see from what I read that he is definite? A. The only explana- 
tion I can give is confusing interviews he may have had with my officials and not 
drawing the line sharply as he should between the Minister and others he met. I 
certainly never had three interviews with Mr. Travers. 
| Q. Your recollection is that there was an interview about noon on the 30th? 
Yes, and probably about noon, certainly somewhere along before lunch, because in 
my letter I said I would see him before lunch or later in the afternoon at the 
House of Commons. : 

Q. Your letter had been dictated or written? <A. Yes. 

Q. Was it one of your own dictation? A. I dictated my own letter. 

. And your recollection would be that he saw you then and you mentioned 
the fact of the letter and discussed whatever was discussed with him? A. Yes. 
Q. On that interview? A. Yes. 

Q. And then did he go away to answer your letter? A. I think so. I 
said “ You will get the letter and you had better send an answer to it”. 

Q. When you got his answer, up to that time you: had not ordered the issue 
of the certificate? A. No, I had no right to order the issue of the certificate; 
the Treasury Board would only have the right to order. 

Q. Nothing had been done? A. No, nothing had been done. 

Q. Have you any recollection of his coming with the letter? A. I have no 
recollection ; I do not think I ever saw Mr. Travers again on the subject. He may 
have handed the letter in at the door. 

Q. On the receipt of his letter what was done? A. That letter with other 
papers would be brought in a general way to the notice of the Treasury Board, 
which occurred that afternoon. 

Q. Your letter to Mr. Travers makes mention of the time, it is dated No- 
vember 30th, perhaps you would like to read it? A. I am familiar with it, but 
I have no objection. 

“Q. Dear Sir: I regret that owing to pressing engagements yesterday, 
arising out of the Budget I was unable to meet you to consider your application 
for the issue of a certificate to authorize the Farmers Bank of Canada to com- 
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mence business. I shall be glad to see you to-day at my office at any time before 1 
o'clock if you can call. Or I might be able to see you later between four and five 
at the House of Commons if that would be more convenient”. A. That is 
correct. 

Q. At page 439 he says: “Mr. Fielding discussed the subscribers’ list with 
me. 

“Q. What names did he mention? A. He mentioned those Laidlaw names 
and he mentioned some others that somebody had been kind enough to call his 
attention to, and I told him that there was no provision in the Bank Act to take 
those names off the list until after the bank had organized, but that we had suffi- 
cient over and above that. 

“Q. What were the others he referred to? A. I cannot say exactly which 
ones they were; if I remember rightly it was Smith and Davidson of Flint, and Hon. 
Samuel Merner.” 

“Q. How much was that? A. $5,000.” 

“<Q. That would be fifteen thousand more? A. Then Hon. Mr. Forget, 
that is $5,000; and then A. H. Hoover’s $5,000 more; and he spoke about Lindsay’s 
$50,000, but he made no objection to it; that is my recollection of it.” 

“Q. Was that at one of the interviews with him? A. Yes.” 

“Q. On the first day? A. I think it was immediately after Mr. Calvert 
introduced me to him.” 

“Q. That was the first interview? A. I think that was the first interview 
we had; I am not sure about that though.” 

“Q. Then you think somebody had been telling him about the difficulties 
regarding the list”? A. There was no doubt about it that he had been com- 
municated with or been spoken to by numerous people.” 

WITNESS: Mr. Travers is entirely mistaken. It is not unlikely that my 
Deputy, Mr. Boville, in his interviews would raise those questions. I certainly did 
not have that conversation with Mr. Travers. ,; 

Q. You remember, perhaps, you know at all events who the Laidlaw sub- - 
scriptions referred to? A. I do not remember anything particular about a 
Laidlaw subscription; I know Mr. Laidlaw’s name figured in the matter somewhat 
later, but I have no distinct recollection of discussing with anybody Mr. Laidlaw’s ~ 
subscription. 

Q. It was not Mr. Laidlaw’s subscription but I was asking you if you under- 
stood what was referred to as the Laidlaw subscriptions? A. Not clearly now. 

Q. ‘They were subscriptions taken in the County of Halton from persons who 
afterwards retained Mr. Laidlaw to get their names off the list, and Mr. Travers 
settled with Mr. Laidlaw’s clients and got his action dismissed, and it is those he 
referred to as being still on the list and he mentioned to you that there was no pro- 
vision in the Bank Act to take them off the list? A. Certainly I would not open 
up any such conversation with Mr. Travers and I have no recollection of doing so. 
He may have discussed it with Mr. Boville. I certainly did not have any such dis- 
cussion with him. I did not open up the discussion of these names and I have no 
recollection of these names in particular. 

Q. Hon. -Mr. Forget is a name you would recollect? A. Yes, I would 
remember that, because he is a gentleman well known, and I personally did not 
mention Mr. Forget’s name to Mr. Travers. 

Q. What about Hon. Samuel Merner? A. Iam quite sure I did not raise 
any question with Mr. Travers as to any of these gentlemen. 

Q. What did take place at the interview at which he was introduced by Mr. 
Calvert? A. The view I expressed to Mr. Travers at the interview was the same 
as I had expressed in my letter that there was sometimes gossip as to the method 
and the manner in which these banks were organized, and I was anxious to see— 
I was undisguisedly hostile to the organization of the bank from the beginning, and ~ 
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I rather think Mr. Travers knew it—and I wanted him to feel we were anxious 
about the matter and anxious to see that the law was complied with in every respect. 

Q. When you said in your letter, “It has been represented to us that in some 
previous instances where an application was in all respects apparently regular, there 
was actually an evasion of the intention of the Bank Act in relation to the paid 
up capital”, were you referring to anything in connection with the Farmers Bank 
or to the rumors or gossip with regard to other and previous applications? <A. It 
was to the general rumors at that time. 

Q. Were you aware at that time of anything concerning the Farmers Bank 
individually? A. Representations had been made touching matters of that kind 
from Mr. Leighton McCarthy, and that letter having been withdrawn and the 
papers returned to him I treated it as out of the case altogether. 

Q. You had been made aware of that? A. In a general way, the papers 
that Mr. McCarthy sent in were brought to my notice, I do not think I ever went 
through-them in detail; they were brought to my notice by the Deputy Minister and 
I was aware that objections were raised by Mr. McCarthy and that they were with- 
drawn and as to the details of these objections I did not have them clearly in my 
mind. 

Q. Had you in your mind that that point that you deal with in your letter as 
having been brought to your notice in previous instances actually existed according 
to the records of the office in this instance? A. I had not that in mind at the 
moment; I was wanting to be assured generally that everything was right;-I was 
not having in my mind that particular instance in Mr. McCarthy’s letter. 

Q. Would it-be fair to say you dismissed that from your mind? A. Yes. 
Mr. McCarthy having raised objections and withdrawn them and having the papers 
sent back I would largely dismiss that from my mind; I would still be aware of the 
fact that objections had been filed. 

Q. Would they have prompted this letter? A. No, I think not; the letter 
was prompted from my attitude from the beginning; I was more anxious about it 
than I had been about any other bank. 
| Q. Was Mr. Boville aware of your views on the matter? <A. Yes. 

Q. Was the discussion between you and Mr. Travers confined to this general 
question or to the particular instance? A. I cannot recollect the details of the 
discussion, but it would be as to the bona fides and as to the ability of his subscribers 
to go on, and whether the whole thing was in good faith. My discussion was prob- 
~ ably in the nature of a doubt of the whole business and wanting to be re-assured. 

Q. Had you the Departmental file, containing his application and declaration 
and prospectus and so on before you? A. I had them before me. 

. At that interview? A. I am not sure whether at that moment, very 
likely I had them on my desk; I do not recall that I had them all before me. 
~ Q. You think you did not discuss then any of the subscribers at all? A. 
Individually ? 

Q. Yes? A. No. I have no recollection and I think I can safely say I 
did not. 

Q. The question I suppose of the subscriptions would that be in your mind or 
would it be rather whether the subscriptions had been paid up in cash or not? A. 
I had not any particular transaction with the Farmers Bank in my mind; what I 
had was a general fear that the bank was not strong, and a regret that these people 
were going into it, and an anxiety to be assured that all was right. 

. Did you see Mr. McCarthy’s letter withdrawing the charges? A. I think 
likely I did; if I did not I was certainly told of it; I probably saw it. 

Q. It of course does not say that the matters set up in the action were incor- 
rect, it simply says that his clients had been settled with? A. He said he with- 
drew his objections and asked to have the papers sent back. , 


Q. They might have been withdrawn and yet the fact might hare remained 
that the charges he made were true, that he was dropping out of it because his 
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clients got their money back? A. He says more than dropping out of it; he said 
he withdrew the objection and asked to have the papers returned to him. 

Q. You ask in this letter, I suppose you asked Mr. Travers verbally as well 
during the interview, for an assurance that nothing of the kind had taken place in 
relation to the subscriptions for the Farmers Bank, that is in some cases the sub- 
scribers did not actually pay in cash but gave notes to the provisional directors which 
were used to raise money? A. I have no doubt I did so ask him, although I 
have no distinct recollection of the conversation, that was its general line. 

Q. Was the direction as to the issue of the certificates given in response to his. 
letter which reached you later? A. Nothing was done in response to his letter; 
the matter was taken to the Treasury Board; no directions were given until after 
that. 

Q. Until after his answer was received? A. No, his answer was received 
and I think his answer was received quickly. 

Q. Mr. Guthrie placed that at about 4 or 4.30 in the afternoon? A. No, 
I think that must be a mistake. 

Q. He says Mr. Travers came in there, and his recollection was that the letter 
he brought from you, was, as he expressed it, not from the files, indicating it had 
just been received and been brought over there and he left Mr. Travers dictating it? 
A. That Mr. Travers had received it about 4 o’clock in the afternoon? 

Q. That he brought it into the office at about four o’clock? A. The letter 
must have. been written some time in the morning, because I was making an appoint- 
ment with Mr. Travers that he would come to me about noon, but I think it had not 
been delivered; I think Mr. Travers said he had not received it at that particular 
moment and I think I said he had better forward a reply. I cannot say the time 
the reply came, I do not know that it would have been vital because I had his declara- 
tion, but I thought that I had better have the letter. 

Q. Did you bring the matter to. the Treasury. Board on the receipt of the 
letter? A. I brought it that afternoon. 

Q. You have a recollection of that? A. I would like to say under ordinary 
circumstances the Treasury Board meets at the office of the Minister of Finance, but 
in times of pressure which come very often, especially during a Parliamentary 
session, it is found exceedingly difficult and sometimes impossible to get the members 
of the Treasury Board together at the desired time, and that leads to meetings 
being held in a less formal manner, sometimes in the anteroom of the Council 
Chamber, sometimes in the office of the Minister of Finance at the House of Com- 
mons, wherever you can get a quorum to do business. My recollection is this meet- 
ing was held in the anteroom of the Council Chamber that afternoon somewhere 
about three o’clock, just when the Council would be separating to go to the House, 
at all events in the interim between two and three when we usually collect in Coun- 
cil meetings and very often we would hold a meeting of the Treasury Board. My 
recollection is that meeting was held in the ante-room of the Council Chamber and 
it would be somewhere about three o’clock. 

Q. In that case would the minutes be sent around to be initialled? A. No, 
my impression is three Ministers sat down and discussed the matter; I reported to 
them the history of it and it was agreed that there was no reason why the certificate 
should not issue. 

Q. How do you account then for the minute bearing the initials of yourself, 
Sir Richard Cartwright and Mr. Brodeur? A. Because the Secretary was not 
present and we put those initials on to indicate we had dealt with the matter. 

Q. Was that done at the time? A. Yes. I was not aware that the initials 
were on, but that is what would naturally be done; if we held a meeting at which 
the secretary was not present, that very often has to happen, we would put the 
initials of the members who were present in order that there might be a record of it. 

Q. The minute would be prepared I should think after the meeting, it would 
not be prepared in advance of the meeting? A. It might be, it is quite probable, 
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yes. Measures for the action of the Treasury Board are brought forward in that 
shape often; it is quite possible. 

Q. Do you think that this minute which bears the initials of three Ministers 
would have been prepared before the Treasury Board met? A. The initials would 
not be on; it might have been prepared by my direction, but the initials would not 
be on till the members of the Treasury Board had discussed the matter. 

Q. Would it be before them at the meeting, would they then initial it? A. 
_ Yes, it would be initialled at the meeting. 

Q. I understood from the evidence of Mr. Boville that that was a method 
adopted when no meeting was held, but when a matter had to be dealt with and it 
was initialled by you and then sent around to a couple of the others? <A. That 
would also be done in some cases, but my recollection is in this case the three 
Ministers discussed the subject briefly. I think they were aware from time to time 
in a very general way of the fact that the Farmers Bank was proceeding to be 
organized, it was a matter of common knowledge, so it was not a matter which 
would be entirely new to them, although neither of them had given any special 
attention to it. | 

Q. Your recollection differs from Mr. Bo ville’s if I am right in what I think 
he said, you think there was an actual meeting? A. Yes, J think there was a 
meeting ; I do not like to speak too positively about a matter which took place six 
years ago, but my impression is that that matter would be taken up, it would be at 
a meeting probably held in the ante-room and Mr. Boville would not be present and 
he would not know how it would be done—get a meeting while the Council was 
waiting or after the meeting had broken up, and that is my impression that that 
is the way that happened. 

Q. Mr. Boville was not present, and you I suppose would communicate to them 
whatever you knew? <A. Yes. 

Q. What did you communicate to the Treasury Board? A. I can only 
~ speak from general recollection—I would inform them—lI did not treat this differ- 

ently from other matters of business—I would inform them as to the facts of the 
case and if they wanted further explanation I should give it. I would tell them 
the objections had been filed and those objections had been withdrawn. 

Q. Just in a general way? <A. Yes, if they wanted the papers I would 
probably have had them there, but they would not go through them in detail 
perhaps. 

Q. I suppose it is pretty hard to remember at this length of time, but do you 
remember that there was any question raised, or what you actually said to the 
Treasury Board? A. No, there was never any question raised by anybody as to 
the propriety of issuing the certificate to the Farmers Bank; if you leave aside Mr. 
McCarthy’s letter which was withdrawn, and the letter of Sir Edward Clouston, 
which arrived the day after the certificate was issued, if you eliminate those, never 
from beginning to end or at any stage was any objection raised to the issue of the 
certificate of the Farmers Bank. 

Q. Are you speaking now from the records? A. From my knowledge. 

Q. From your knowledge of the records? A. No, I am speaking from 
general recollection, but if there are any records to the contrary I will bow to them, 
but I do not think there are. 

Q. This is an extract which Mr. Boville produced which is signed by him, 
and which bears the initials upon it? A. What would probably happen is that, 
as I was advising the issue of the certificate, that that would be prepared and I 
would take it to the Board and they would initial it and would send it back to Mr. 
Boville and he would sign it; that is the ordinary way of business. 

Q. That would be done all in a short space of time, your interview with Mr. 
Travers about noon and the meeting of the Treasury Board about three? A. Yes; 


once we made up our minds that the thing should go through, why of course I 
would desire to expedite it. 
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Q. Does Mr. Boville make a written report to you on matters connected with 
an application of this kind, was that his duty? A. No. 

Q. Why not? A. It has never been done as far as my knowledge goes, I 
have no recollection of it; if in any particular I would want a written report from 
Mr. Boville he would give it, but as a matter of routine he would not make a written 
report on that. 

Q. Somebody would want to go through the files and take the responsibility 
of saying what the record really showed before an action like this would be taken? 
A. That would be the business of the Deputy to bring it before me, not by a 
written report. I am not aware of any written report usually made by the Deputy. 

Q. Do you insist upon the Deputy Minister of Justice reporting upon these 
matters? A. You cannot insist upon it being done, it is desirable. We always 
felt whenever any question of law might arise at all it was well to have the Minister 
of Justice behind us. We usually had a law officer in the Department, but even then 
we always thought it wise in matters of importance to make reference to the Min- 
ister of Justice. 

Q. That would indicate there was the practice in your Department it would 
be done? <A. Yes, I should say so. 

Q. Would it be fair to say that the Deputy Minister was bound to see that the 
application was in all respects regular, and that the Department of Justice approved 
of it before it would come to you for official action? A. Yes, but in the mean- 
time the Deputy would be probably telling me what was going on, probably from day 
to day I would hear what was going on, and he would tell me, “I have these papers 
and I am sending them to the Department of Justice”. If he did not scan the 
papers carefully there would be no one in the Department that really would take 
the responsibility of saying “I have gone through everything, I have investigated 
everything and I report that the formalities required by the Department have been 
gone through”? A. That would be his business. 

Q. That would be his business? A. Yes, not by a written report, but it 
would be his business to examine all the papers and report the results to me. Of 
course the responsibility would be mine, not his; I am not putting any responsibility 
upon him. : 

Q. After the Treasury Board had met and that minute had been initialled, 
did you see Mr. Travers? A. No. 

OseNohabalhe. Ae coNG 

Q. Who would conduct the subsequent negotiations, or business with him? 
A. The Deputy Minister. 

Q. Who had power to sign the cheque which returned the deposit? A. The 
Deputy Minister. 

Q. The fact appears that the very thing that you dealt with in your letter to 
him of November 30th, had taken place; you were, of course, not aware of that. 
Did you notice, or did any one notice that when his letter came back it did not deal 
with the point that you had raised, namely, that the notes had been used to raise the 
money, that he limits his answer to the fact that the provisional directors did not 
do that? A. Idonot think I took particular notice of the point; I do not recall it. 

Q. Was that letter received by Mr. Boville and by him transmitted to you, or 
did you get it and personally deal with it? A. I could not say from memory; I 
am sure it came before me. 

Q. You had, of course, a very distinct affidavit from him that the money that. 
had been paid in had been paid in by these individual subscribers; in his declaration 
he states that? <A. Yes. 

Q. Was any doubt suggested to you by anybody as to the truth of that? A. 
No, it was my general anxiety about the whole business that led me to talk to Mr. 
Travers about it and write him the letter. It was not the result of any particular 
statement or any particular doubt as to any particular thing. 


% 
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Q. Apparently it was the declaration that was submitted to the ee ona 
of Justice and that they had acted upon in advising? <A. Yes. 

Q. And that was sufficient for that; what was the object of getting that ieee 
dealing with the same point if there was no suspicion? A. The affidavit ought 
to be the stronger document. I can only say as I said before, that my anxiety 
about the whole business made me anxious to have the assurance doubly sure, even 
with the affidavit before me, and I said to Mr. Travers as I had written this letter 
he had better reply to it. 5 

Q. It would seem natural, I should say, that there would be some discus- 
sion with regard to the subscriptions which were upon that list as to whether 
they were or were not bona fide? A. Not as to detail with me. 

Q. or instance, he refers particularly to the Lindsay subscription. which 
is a very large one? A. I never discussed it with Mr. Travers. My Deputy 


- . may have done so; my discussion with Mr. Travers was very general as to the 


Lona fides of the whole thing. 

Q. Did Travers resent at all the facts that the affidavit was not accepted 
as truthful? A. I do not think so; he was coming to me practically to get the 
certificate, and I suppose he recognized I had the right to question him about it; 
I do not think he showed any resentment. 

Q. You did not, of course, put it to him in the way of indicating that you 
doubted his declaration? A. No, it would be rather an unpleasant way to put 
it to him and I would not do it. 

Q. I suppose you did doubt it? A. No; it is hardly fair to say I doubted ; 
I was anxious and I felt that if I could get any further assurance which would 
help to make my mind better satisfied. 

Q. It appears from the documents sent down by Mr. McCarthy that the 
charge was made—a letter written to yourself—that the deposit had been made or 
will be made of the cash received and the proceeds of these notes, or sufficient 
amount to make up $250,000—that statement had been made in a letter to you 
of October 19th; I suppose you saw that letter, it was addressed to yourself? A. 
I have no doubt I saw it, or at all events its contents would be communicated to 
me. 

Q. Do you know Mr. McCarthy? A. Yes. 

Q. He was a long time a member of the House? A. Yes. 

Q. Do you remember getting a telegram from him? A. Yes, I think 
the records show it. 

Q. Asking for an appointment, that he would come down? A. Yes. 

Q. Notwithstanding. the fact that his clients had been settled with, it might 
still be the case that these notes might have been used in the way he said they 
had been used; did that phase of it occur to your mind at all? A. No; when 
Mr. McCarthy wrote to withdraw his objection and asked to have the papers 
returned I confess I dismissed the McCarthy incident from my mind. It ceased 
to make any effect upon me. 

Q. He claims that these certain subscribers had been unfairly dealt with 
and he also goes on to allege the very thing which your mind apparently on the 
date the certificate was issued was troubled about; looking back on it, don’t you 
think some inquiry ought to have been made on that point, notwithstanding his 
withdrawal? A. I suppose we can all be wise after the event; looking back over 
it now, yes; but as I did it at that time, no. Mr. McCarthy having withdrawn 
his objections and asked for the papers back, and we having the affidavit of Mr. 
Travers, I think in the face of all that, the evidence was complete, as complete 
as in any previous case. 

Q. Mr. McCarthy did not see you at any time? A. No, J never saw Mr. 
McCarthy on the subject at any time. 


468 . REPORT OF COMMISSION 


3 GEORGE V., A. 1913 


Q. Previous to Mr. McCarthy’s letter had you seen and had a discussion 
with Mr. David Henderson, who was Member of Parliament for Halton? A. 
With regard to the issue of the certificate, never. 

Q. Not with regard to the issue of the certificate? A. Never. 

Q. Mr. Henderson says that he saw one of these very notes which had been 
given for stock in the hands of a lawyer who had got it back from Travers, says he 
saw it in the train, and Parliament meeting shortly after that in November he 
came down; that he spoke to you about it? A. If Mr. Henderson implies that 
he ever said anything to me about raising any objection to the issue of the cer- 
tificate he is mistaken. I had several conversations which’ Mr. Henderson from 
time to time about the Farmers Bank but not along the lines thus referred to. 

Q. At page 10 he says, “I was shown several notes made by shareholders, | 
farmers in my County, and I saw on the back of these notes the endorsement of 
the provisional directors”. Then on page 11: 

“Q. What communication did you make then and to whom in consequence 
of what you saw and heard from Mr. Laidlaw? A. I casually met Mr. Fielding 
and informed him that I had seen notes of shareholders in the possession of Mr. 
Laidlaw, endorsed by provisional directors, and presumably it was for the pur- 
pose of raising money to make the deposits, as the time had nearly expired. Our 
conversation lasted only for a few minutes and was along that line. 

““Q. Can you give us in any more detail what was said by you and by him, ~ 
or is what you have told us the general tenor of it? A. By Mr. Fielding? 

“Q. Yes? A. I mentioned the circumstance which I have detailed to 
you, and Mr. Fielding I think seemed somewhat surprised, at any rate he an- 
swered me by saying that he would hold back the certificate as long as he could” ? 
A. Mr. Henderson is mistaken as to the tenor of my conversations with him 
from time to time. 

Q. As to that particular one, he got down there with his mind full of having 
seen the notes? A. I am quite satisfied\Mr. Henderson is mistaken; not as to 
having seen the notes, but I am quite satisfied he is mistaken as to the tenor of 
the conversation with me. 

Mr. CoMMISSIONER: Do you desire to say what the general tenor was? A. 
Yes, not merely of that conversation, but generally. Mr. Henderson was a very 
attentive member of the Banking and Commerce Committee, and when there was 
no party questions up, he and I generally agreed and talked very freely about 
business that came before the Committee. We met outside in a casual way. Mr. 
Henderson was aware that I looked upon this Farmers Bank in its later stages 
of incorporation with doubt and hesitation and that I was opposing it, and occa- » 
sionally when we met we talked on the matter on several occasions and usually in 
and about the Parliament Buildings, -or meetings, and on one or two occasions 
we had conversations about the Farmers Bank; it was always on that line that 
I was expressing my regret that a number of farmers were going into this enter- 
prise for which I thought they were not particularly well qualified, and the respon- 
sibility with which they were not familiar, and I thought it was a great pity. 
I talked with Mr. Henderson from the fact of our having a habit of chatting 
about different matters; and I learned that some of Mr. Henderson’s constituents 
were taking stock in the bank—there was no question of the bona fides of the 
notes—and I expressed my regret at their doing so. Mr. Henderson, apart from 
raising any objections, said he quite agreed with me it was a pity they were doing 
it, but it would never do for him to interfere; he was not going to put himself 
in the position of obstructing these people in getting their bank organized; that 
was the line of the conversation between Mr. Henderson and myself. 

Q. Would you say the conversation which Mr. Henderson relates, when he 
came down to Ottawa, having a few days before seen this note, did not occur? 
A. I think, sir, that my own feelings towards the bank were such that if Mr. — 
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Henderson or anybody else had given me any tangible information to justify the 
refusal of that certificate, I would have been anxious to have it, and if that con- 
versation had occurred I think it would have made a deep impression on my mind. 
I have no recollection of it whatever, and my impression is that Mr. Henderson 
is mistaken. | 

Q. You have no recollection of that conversation? A. No, and I do not 
think it took place; and I think Mr. Henderson makes the statement in all good 
faith, I do not for a moment question his intentions. 

a Q. He puts it in this way, Parliament met on the 22nd and the certificate 
was granted on the 30th? A. After the bank got into trouble and failed there 
are lots of people quite willing to blame some one else. 

Q. This is a circumstantial account he gives? A. I know the circumstan- 
- tial account that Mr. Henderson gave to me, that he was not going to stand in 
the way and have the farmers say he was opposing them in the organization of 
the bank. That was the only precise information he gave me, and I do not blame 
him for that. 

Q. That would have occurred between the meeting of Parliament on the 
‘22nd and the granting of the certificate on the 30th? A. No, it probably 
occurred before that; I do not remember discussing with him the propriety of 
granting the certificate at all. My conversation would be bearing on the exten- 
sion of the charter, the getting of the subscriptions, the whole movement; the 
conversation I speak of with Mr. Henderson would not have reference to the 
granting of the certificate particularly. Mr. Henderson never waited on me on 
the subject in his life; we met around the Parliament grounds and occasionally 
had conversation ; I think the day the certificate was granted, I think I ran across 
Mr. Henderson, and I said, “‘ Well, I have had to give these people their certificate 
and am rather sorry for it”. Mr. Henderson never gave me at any time any 
reason why the certificate should not be granted. 

Q. In speaking of Mr. Henderson’s conversations with you, would you say 
-any such conversation occurred between the meeting of Parliament and the time 
of the granting of the certificate? A. My impression is that he is wrong about 
saying he saw the notes, I think that would have made an impression on my 
mind. | 

Q. You are speaking of the general tenor of his conversations—? A. That 
has reference prior to that, arising out of the objections I raised to the forming of 
the bank, or canvassing for capital, my knowledge they were getting some of his 
constituents to go into this bank, I was expressing my regret, and he says, “ Well, 
it is a pity, I agree with you, but I am not going to stand in the way”. 

Q. You think that was after the extension? A. Or probably in connection 
with it. 

Q. If Mr. Henderson is right-in saying he saw those notes in the hands of 
Mr. Laidlaw you are not suggesting that when he came down to Parliament he 
made such a statement to you as the general tenor of his conversation? A. No, 
I have no recollection of meeting him and saying “ Well, I had to issue that certi- 
ficate to-day ” and I think he felt, as I did, it is a pity, but it had to be done. 

Q. When Mr. Henderson says that he had a subsequent conversation with 
you after the certificate had been granted—? A. That must have been the con- 
versation to which I have just alluded. 


Q. What did he say in answer to your remark that you had granted it and 
were somewhat sorry for it? A. I think Mr. Henderson’s attitude was very much 
the same as my own, it is a pity this thing had to be done,, there was no help for 
it, and he raised no objection. I say if Mr. Henderson knew that that certificate 
was fraudulently obtained it was his duty instantly to call me to account in Parlia- 
ment for it; and I believe he would have done so; I think he is mistaken in later 
years in attributing this conversation to him and to myself at that time, and I am 
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satisfied if Mr. Henderson had known that that certificate was fraudulently ob- 
tained, it would have been his duty in Parliament to call the attention of the 
public to it and warn them. 

Q. He had the information from Mr. Laidlaw which the Department had - 
previously to that? A. If the Department neglected its duty that was no reason 
why he should neglect his. 

Q. Would he be right in connection with the second interview he says he had 
with you after the certificate was granted: on page 13 he says: “I met Mr. 
Fielding in the lobby of the House of Commons, he was either going in and I was 
going out, or I was going in and he was going out, I don’t remember which, but I 
remember very well it was in the lobby of the House of Commons and Mr. 
Fielding approached me himself and he said to me that Mr. Travers had been 
down; that was the communication he made to me. 

“Q. What occurred then, what further was said? A. He stated that Mr. 
Travers had been down and he had brought his money; that he had asked him, 
that he had put it up to him—he did not say definitely what he had put up to 
him; he left me to assume on account of our conversation within a few days 
before that it was what I had told him—and that Mr. Travers had denied it, and 
he asked him to give him a letter to that effect and he said he did so; and he ; 
says, ‘I then gave him the certificate’ ”. 

A. No; there is a portion of that which is correct and a certain portion which 
is not; Mr. Henderson says I put it up to him what he said to me—that is entirely 
wrong. What happened was that meeting Mr. Henderson that evening, I have no 
recollection of the part of the House—lIt was probably in the House,—that I told 
Mr. Henderson, “ Well, I have given these people the certificate, or the Treasury 
Board has given these people the certificate, but I am sorry to do it, but there was 
nothing against it”. I no doubt told him that Mr. Travers had been down and no 
doubt he had filed his affidavit; that part of it is substantially correct; but Mr. 
Henderson certainly offered no objection to the granting of the certificate, and 
found no fault with the granting of the certificate. I am not questioning the 
veracity of Mr. Henderson, he is an old gentleman that I have every respect for, 
but we can all be a little erroneous on matters six years ago. 

Q. What about Sir Edmund Osler’s statement, do you remember a conversa- 
tion with him at all? A. There was a conversation with Mr. Osler. 

Q. When was that? A. It must have been very close to the granting of 
the certificate. I think an inference has been drawn from that too which is un- 
fair, although the substance of the report may be correct. 

Q. What he says at page 130 is: 

“Q. Had you an interview on the subject of the Farmers Bank at all with 
Mr. Fielding, the Finance Minister? A. Yes. 

“Q. Was that before or after the certificate was granted? A. Before the 
certificate was granted. 

“Q. Was it at Ottawa? A. Yes. 

“Q. We are told that the House sat about the 22nd of November in that 
year? A. I do not recollect. 

“Q. We will have to prove that in some other way; was it after the session 
began in 1906? A. Yes. 

“Q. What was your interview with him, what occurred during that inter- 
view? <A. I told Mr. Fielding that I had knowledge that the money that was 
deposited there was practically obtained by false pretences, that it was not bona 
fide money obtained by stock subscriptions. 

“Q. What money did you refer to? A. The money that was deposited 
with the Government pending the issue of the certificate. 

“°Q. Did you go any more into detail? A. No, I told him that I knew, 
as a matter of personal knowledge that it was not straight— 
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“Q. What further was said, did the Finance Minister say anything or dis- 
cuss it with you? A. He said he was very anxious about it, and it all passed off. 

“Q. That is practically all? A. ‘Yes, that was all ‘until after the certifi- 
cate was issued. I again saw Mr. Fielding and said I was very sorry the certifi- 
cate had been issued.” 

A. I remember an interview with Mr. Osler. Mr. Osler’s attitude in 
the whole matter was precisely the same as my own. He, as a_ banker, 
was anxious about the matter and sorry to see this movement going on too; 
he would have been very glad if there had been any good reason to prevent it 
going on. I have no distinct recollection of the words of his conversation, but 
what I would say he told me was that he was afraid they were adopting those 
methods. I do not think he spoke so emphatically as is therein reported. I have 
no doubt he did express himself that the subscriptions were being obtained in this 
way, but he certainly did not give or pretend to give any information to prevent 
- the: granting of the certificate. His attitude was one of regret, as my own was, 
and Mr. Osler never pretended to give me any facts which would justify with- 
holding the certificate; and against any impressions he might have there was the 
sworn statement of Mr. Travers, who at that time and for years afterwards, was a 
reputable man. I could not take the doubts and fears of Mr. Osler as. better 
evidence than the sworn statement of Mr. Travers. : 

Q. If Mr. Osler said it was not bona fide money obtained by stock subscrip- 
tions, you think that would be no reason for withholding the certificate? A. 
Against that you have the sworn statement of Mr. Travers that everything was 
bona fide and I must say I do not think I would be justified in taking the doubts 
and fears of Mr. Osler as of greater value than the sworn statement of Mr. 
Travers. 

Q. That is weighing one against the other? A. I did not mean that; Mr. 
Osler did not give or pretend to give me any reason for the refusal of the certifi- 
cate. His attitude was like my own, one of anxiety and regret that this was being 
organized and no doubt I told him that we could only comply with the law. He 
knew I was unfriendly to the bank from the beginning and he knew I would wel- 
come any information he could give, and he never gave me or pretended to give me 
any information I could act on. He may have mentioned about raising money in 
that way, no doubt he did, but I do not think he spoke of it in such an emphatic 
way as he there says. 

Q. What way, you said, raising money in that nee A. What is that? 

Q. You said in your answer he may have said to you, no doubt did, that they 
were raising money in that way? A. He may have said that they were raising 
money in the way of notes; I do not distinctly recollect. Mr. Osler’s attitude was 
the same as my own, one of anxiety but he did not give or pretend to give any 
statement of fact. 

Q. If he did state they were obtaining money in that way by the discounting 
of notes that is what I understood you to say you meant? A. I have no distinct 
recollection of his words. _ 

Q. If that statement or a similar statement to that was made, would that be 
any reason why the certificate should not be granted? A. Not against the sworn 
statement of Mr. Travers, who for years was a man of reputable standing. 

Q. That is weighing one against the other? A. Not exactly, but I do not 
think Mr. Osler pretended to give anything which would prevent the granting of 
the certificate. 

Q. If he did say they were raising money by the discount of notes, or any- 
thing that led your mind to the conclusion that that was the method adopted 
would that in your mind have been a sufficient reason for withholding the certi- 
ficate? A. I think if Mr. Osler had made the statement or I had understood - 
him to make it in the precise terms you have just read I probably would have 
examined him—“ What evidence have you to go on? Give me some evidence to go 
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on”. I would have done that, but Mr. Osler did not put it as strongly as that. 
The impression made on my mind was that Mr. Osler was regretting it as I was 
regretting it, and I told Mr. Osler afterwards “I have given the certificate, but I 
had to do it”. 

@. Who would be the person to investigate if it were true that they were ob- 
taining money in that way? A. What form of investigation could take place? 

Q. I want to know? All matters of routine in the Department would pass 
through the hands of my Deputy, but I am responsible; I am not throwing the 
responsibility on anybody else. 

Q. The Bank Act says, if I recollect right that the Treasury Board shall be 
satisfied by affidavit or otherwise? A. They were satisfied by affidavit. 

Q. We were dealing just with the question of investigation, who would have 
the power to investigate? A. The Treasury Board would, no doubt— 

Q. If either of these gentlemen are right that that was communicated to you 
it would be in the power of the Finance Department for you to ascertain, would it 
not? A. If these gentlemen had informed me in any substantial manner, I would 
have found some way to investigate but I am quite sure that in neither case did they 
- give me reasons against the granting of the certificate, nor did they find fault with 
the granting of the certificate when I informed them it was granted. If Mr. Osler 
knew that that bank was fraudulently organized, it is inconceivable he would have 
allowed it to go on without a public protest. The fact that he said nothing shows he 
felt the same way as I did. If he knew it was fraudulently organized it was his 
duty to warn the public. 3 

Q. Would you say that to be your duty? A. Yes, if I knew it to be frau- 
dulently organized, but I did not. 

Q. When you got Sir Edward Clouston’s letter the following morning did you 
attach any importance to that? A. That letter arrived after the matter was 
settled and the certificate delivered and there was nothing much to be investigated. 
We had the opinion of Sir Edward and he had to get the information from others 
and against that we had the sworn statement of Mr. Travers. The difficulty is in 
these days Mr. Travers is a discredited person, but at that time Mr. Travers was a 
reputable person, and for years afterwards, and I was a perfectly justified in treating 
him as any other reputable citizen of Canada. | 

Q. You say Sir Edward’s statement is from others; he says: “I have reason 
to believe that the money lodged or to be lodged at Ottawa as stock subscriptions 
cannot be regarded as paid up capital, and that a large proportion of the amount 
necessary to the obtaining of a certificate is a loan made upon the promise of its 
payment when returned by your Department. Permit me to request that, if only 
for the protection of the public, the Treasury Board will exercise its right to refuse 
to issue a certificate if it thinks best to do so, until a further investigation has been 
made into the circumstances stated herein”—that seems to be a pretty definite 
statement? A. After the certificate had been issued. 

Q. Did you ascertain from the Départment of Justice or otherwise that you 
had no power to recall it or stay it? A. I do not remember; | think at the time 
I regarded the affidavit and the statements of Mr. Travers as substantially correct 
and the statements of other gentlemen I looked upon as made in good faith, but 
made upon information that had reached them. I do not think any of these things 
would be-taken as an answer to the affidavit of Mr. Travers. 

Q. There was nothing to prevent what they stated being examined into? 
A. In the case of Sir Edward Clouston the matter was ended. ] 

- Q. Iam speaking of prior to? A. My impression is we had no power to 
recall it. I do not think we took any formal opinion from the Department of 
Justice; my understanding is we had no power to recall the certificate once issued. 


Q. Do you know the bank did not go into operation till the 2nd January, 
1907? <A. That would have to be a matter of record; I do not know that, no. | 
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Q. Did you make any efforts—it has been stated efforts were made to recall 
the certificate? A. No. 

Q. You made no effort to recall it? A. No. I understood I had no right 
to; I do not think I took any formal opinion from the Department of Justice, but 
I think that is the fact. 

Q. It has been said that an effort was made to recover it that night either by 
your direction or through yourself? A. By whom, sir, did they state? 

Q. It has been stated to me and I have questioned Travers about it? A. 
Nothing of the kind ever occurred. Somebody asked that question in the House of 
Commons, but it was a mere fishing expedition; nothing of the kind ever occurred. 

Q. You dictated an answer to be given to Sir Edward Clouston? <A. I 
presume I did; I see the answer is there. 

Q. In that letter Mr. Boville states: “On Friday last, the day after the 
delivery of the Budget speech, Mr. Travers, the general manager, had an interview 
with him (Mr. Fielding). In the course of this interview that gentleman gave 
a most positive assurance that not a dollar of the amount deposited had been bor- 
rowed.” Would that be right? A. That would be correct. 

Q. Is that the recollection of your interview with Mr. Travers? A. My 
recollection is Mr. Travers gave me absolutely it was all cash, not borrowed money, 
that was the general effect of the interview. 

_Q. After that letter had been written in reply to Mr. Clouston’s, you got 
some further information did you not in December owing to a visit that Mr. 
Knight made in Toronto to the Farmers Bank; Mr. George Burn said that he saw 
you? <A. I had a conversation with Mr. Burn. 

Q. Did that relate to the deposit with the Trusts & Guarantee Company? 
A. I think Mr. Burn and I occasionally talked over bank affairs, and J am sure 
we talked occasionally over the Farmers Bank affairs, and I think the particular 
conversation to which he refers occurred after the certificate was issued, and pro- 
bably Mr. Burn was well aware of my attitude all the way through, and I think 
he said to me, I am pretty certain now it was that same evening, he says, “ Mr. 
Stratton is in town and he can, I am told, give some information as to how the 
thing was financed”, and I think something along these lines Mr. Burn stated 
to me; I think it must have been either the same evening or the next day imme- 
diately after the certificate was issued. . 

Q. What did you say to him? A. I did not say to him anything par- 
ticularly ; the thing was settled, there was nothing more to be done. 

The money had been borrowed, and borrowed from the Trusts & Guar- 
antee Company, of which Mr. Stratton was the head, and it had been paid back up 
to the 17th December, and on the 18th December Mr. Knight appeared in Toronto, 
and in order to allay his suspicions, he went to the Trusts & Guarantee Company 
and got a certificate that this loan, although paid back, was still existing, and 
Mr. Knight was not satisfied and he telephoned Mr. Burn that Mr. Stratton ought 
10 be seen about it, and Mr. Burn said he went to you and asked you to see Mr. 
Stratton; did he communicate Mr. Knight’s statements? A. I do not remember 
much about Mr. Knight. Mr. Knight would telephone Mr. Burn. I do not think 
Mr. Burn came to me; we often met and chatted about things. If he says he 
came to me that would be correct. It was after the certificate was issued. I do 
not remember him coming to me for that purpose; however, I remember him stat- 
ing Mr. Stratton was in town, and he could give information. I did not think 
I was bound to go and call on Mr. Stratton. I did not see Mr. Stratton from 
beginning to end and I did not feel I should go and call on Mr. Stratton. 

Q. Was any information given to you by Mr. Burn that the money had been 
borrowed upon these notes from that company and had been reversed? A. That 
something of the kind was indicated and Mr. Stratton had knowledge of it. 
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Q. Did you see Mr. Stratton? A. I never saw Mr. Stratton in the matter 
at any time. 

Q. Was it your view, this being closeed—? A. The matter was closed and 
my impression was, I do not say I took any legal advice, I think I must have got 
it as the legal view that we could not recall the certificate. 

Q. I have spoken to you about the original introduction by Mr. Calvert; 
were you aware of his previous connection with the Farmers Bank other than he 
had possibly interested himself in regard to the renewal of the charter? A. No, 
not in any way. I think the papers show that his name was mentioned in the 
prospectus; I only get that from the papers themselves; I have no knowledge of 
Mr. Calvert in connection with the matter whatever. 


The Commission adjourned at 12.30 p.m. to 2.15 p.m. 


The Commission resumed at 2.15 p.m., June 10th, 1912. 
HON. W. S. FIELDING, Examination Continued :— 


Mr. Hopeins: You did not then at all know of Mr. Calvert canvassing in 
any way for the stock in the bank? A. No, I never heard of it. 

Q. He was the chief whip of the Liberal party? A. Yes, I don’t know 
whether he was at that time or not; he was chief whip, but I do not remember 
whether at that time, very likely. 

Q. Had he any conversation other than when he brought Mr. Travers to 
you? <A. Never. 

Q. Speaking about the bank itself? A. About the certificate? 

Q. About the bank itself? A. He was present in the Committee at the 
time of the charter and made some remarks there, either to me or to the Com- 
mittee, but except what occurred in the Committee Room I never saw Mr. Calvert 
in any shape or form. 

Q. The prospectus filed at the Department contains quite a number of 
names, I think only one of them was then a member of Parliament, Mr. W. S. 
Calvert: I see he is the only one that is mentioned as a member of "Parliament: 
was any inquiry made from any of the gentlemen who are mentioned? A. Not 
to my knowledge; at the time the certificate was granted these gentlemen’s names 
were not in evidence; the names of the directors were given, but the names appear- 
ing in the earlier papers did not appear at the time the certificate was granted. 

Q. When Mr. Travers made his declaration the prospectus mentioning his 
names accompanied it as one of the exhibits? A. It would be part of the whole 
record, yes. 

Q. Is it the practice at all to make inquiries from those mentioned in the 
prospectus? A. I think not; I am not aware of it ever having been done in 
the previous records of the Department. 

Q. You used an expression this morning like this, that at that time Mr. | 
Travers was not a discredited man in any way, that his record was apparently 
good? A. As far as I knew, yes. 

Q. Were any inquiries made as to that? A. No. 

Q. Or any into the standing of those mentioned as directors? A. I think 
they were men of good repute generally; one of them I knew, Colonel McLennan, 
as a man of high standing, but if you mean whether particular and special inquiry 
were made, no; I think generally these men were known, not all to me. 
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Q. Colonel McLennan, of Cornwall, and Colonel Munro? A. I think I 
had met Colonel Munro probably. | 

Q. Was not he a member of Parliament? A. He was never a member 
of Parliament in my day. 

Q. I see that in the declaration ‘that he is mentioned as M.P.? A. No, 
he was not in Parliament in my day, during the last 15 years. 

Q. Allen Haton? A. I could not speak. 

Q. Robert Noble? A. I did not know them personally. I think in a 
general way they were reported to be gentlemen in good standing, but I made no 
special inquiries. 

Q. That is apart from what you may have known, you made no inquiry? 
A. If there had been any special inquiry it would have been made a matter of 
record, and I think there is no such record. 

Q. There is one expression you used in a debate which I saw indicating that 
you thought Travers came to you as the agent of the shareholders represented— 
- well, from Hamilton? A. All. the shareholders who had authorized the meeting 
to be held, he came on behalf of the bank’s shareholders as provisional manager. 

Q. There has been a question raised as to whether the actual subscriptions 
came down to Ottawa; Travers says he sent them down or had them sent down 
and received them here and he took them into Mr. Boville’s office; was any men- 
tion made to you about them? A. I have no recollection of that, but Mr. Boville 
eould testify of that; I have no particular recollection concerning that. 

Q. We did not know when Mr. Boville was being examined? A. He is 
accessible. 

Q. I understand he is away on his holidays? A. I could not speak of 
that positively; I have no particular recollection of that, that would be a matter 
of detail which Mr. Boville would deal with. 

Q. At first he gave me the. impression that he had gone over them with you, 
but Mr. Travers afterwards made that clear that it was Mr. Boville, he thought, 
into whose room he had taken them. ‘There was a matter in reference to Mr. 
Henderson’s evidence that I did not speak to you about, I overlooked it; I would 
like to ask you about it. It refers to a much later date than the conversations 
we have been discussing. Mr. Henderson had learned that there was a deposit 
receipt out in New York, and he said he had a conversation with you in the latter 
part of 1910 before he left to go home after the prorogation, he thinks about two 
years after the first interview, ‘and he says there at page 14: “On that occasion 
I went to Mr. Fielding’s room in the House of Commons, to his office to see him 
personally. I had information that there was something “of a very peculiar char- 
acter which seemed to me would materially affect the bank’s interest, and its 
standing, and I felt, as I said before, very naturally worried and anxious about 
it, and I called on Mr. Fielding and told him what I had learned”. I may say 
this is in reference to that insurance matter in Syracuse? A. Yes. 


Q. “He was familiar with the facts himself, as much so as I was, and after 
chatting a few moments about it he turned to me and said: ‘ Well, Henderson, 
I don’t know why you should worry over this, you are not responsible for it and 
besides you did warn the Government *”’? 


A. That conversation never took place in the terms that Mr. Henderson 
is there reported. 


Q. Have you a recollection of that? A. I have no distinct recollection 
of the conversation, but as I was in the habit of having conversations with Mr. 
Henderson I will not say he did not come into my room in the House of Com- 
mons, possibly he did; I would not contradict him on that point, and possibly I 
had information about this deposit receipt and likely I told him about it, quite 
as likely as he told me, but when he says I made that remark that he had no 
responsibility that would be a superfluous thing, as, of course he had no responsi- 
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bility; but after saying that Mr. Henderson warned me he is entirely mistaken ; 
T never made any such remark to him. He has confused it with something else. 

Q. Do I understand you did not make the remark that he says you did, 
that he did warn the Government? A. Most certainly I never said such a thing 
to Mr. Henderson and he never did warn the Government in any shape or form; 
on the contrary, he was careful to say he did not want to take any responsibility. 
himself. : 

Q. If Mr. Henderson and Sir Edmund Osler had put their statements in 
writing would it have made any difference to you before the granting of the cer- 
tificate? A. It might; I would have been obliged to take them before the Trea- 
sury Board and report, but I cannot say what it would have done, but I think the 
mere opinion or doubts or fears of Mr. Henderson or Mr. Osler as against the 
sworn testimony of Mr. Travers would hardly make a case; but one could hardly 
say what would be done, because my colleagues of the Treasury Board might have 
thought it more important. I was so anxious that this bank should not have gone 
on, that if I had got any tangible evidence from any quarter I would have wel- 
comed it, and that is why I am able to say so positively that nothing of the kind 
occurred. 

Q. Do you feel that you had present in your mind everything that appears 
upon the files of the Department in writing relating to this? A. Regarding 
the matter which you dwelt on to-day, the letter of Mr. McCarthy as having been 
withdrawn and his objection being withdrawn, it ceased to have any weight 
upon my mind; the matter I had before me was the sworn testimony of Mr. 
Travers, a man of good repute, and while I was sorry the occasion required it, it 
appeared to me my duty to grant the certificate; he had complied with the law 
as far as any bank had complied with it, and if I had advised against the cer- 
tificate 1t would have been said I was applying different rules in this case from 
those which I had applied to others. 

Q. I fancy in no other case that a communication such as that of Mr. Me- 
Carthy had been made to the Department? A. I say Mr. McCarthy’s communica- 
tion having been withdrawn I regarded it as no longer there. 

Q. In his letter of October 8th, he says: “I have not time to-night to give 
you a full statement of the ground of this request to you, but I beg to assure that 
grave conditions have arisen which will require careful consideration before the 
Treasury Board would grant any certificate for the organization of this bank.” 
You think the withdrawal of his request would entirely put an end to the matter 
so far as the Finance Department was concerned? A. No, it was subsequent 
to that we had the affidavit of Mr. Travers and the withdrawal of the papers did 
not put-an end to it; there were later developments. Mr. Travers’ affidavit came 
in after that. Rightly or wrongly, that was regarded as the vital thing, as it 
had been in previous cases. 

Q. Were you aware that although the papers had been returned to Mr. Mc- 
Carthy there were copies kept on the file of the Department which could have been 
_laid before the Treasury Board and considered by yourself? A. I am not quite 
sure, I have the impression that Mr. Boville made some notes of it, I do not think 
lie kept complete copies; I would rather he be examined on that. I do not think 
he kept complete copies; I think he took some notes. _ 

Q. The copy of the endorsement on the writ which made the charges was 
kept? <A. It is very likely. Mr. Boville would know of that. 

Q. In addition to that particular matter it was stated in the writ that the 
provisional directors had expended very large sums of money improperly; does 
that matter enter into the consideration of the Finance Department or the Trea- 
sury Board when considering the paid-up capital—what I mean is this, they 
carried as part of their paid-up capital and so returned it, moneys which they 
alleged had been received from shareholders but had been expended to the extent 
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of $40,000 in what are called preliminary expenses? A. Well that would be 
part of the whole papers which were withdrawn, that would not leave any impres- 
sion upon my mind. I would consider that the whole transaction there was that 
Mr. McCarthy represented a number of shareholders and filed certain objections 
and wanted to be heard, and we said come along and we will hear you and we will 
do nothing until we hear from you, and after that Mr. McCarthy writes and says 
he withdraws the papers, the matter had been settled and wishes to have the 
papers sent back. That disposed of the matter. The general allegations set out 
in a writ, I am afraid, do not have the same weight in my mind as it would have 
in some others; I know that lawyers are very apt to set out a great many things 
in writs. 

Q. What seems to have been Sir Allen Aylesworth’s view? A. Yes, but I 
have had experience, I have had an election petition and I know things are set. 
out in writs. 

-Q. -What Sir Allen said was: “I want to impress upon every one that no one 
reading the lawyer’s allegations upon a written summons or other legal documents 
is bound to accept those statements as being statements which necessarily will 
afterwards be established by proof ’’—you agreed with him; but would you agree 
with what he says before I do not mean for a moment to say that no one should 
take otherwise than as serious the charges made in any legal document which may 
come to his notice? A. I think I would agree with him. 

Q. And where he said, “if the writ had been issued making one specific 
charge I grant it would have been a circumstance to which considerable attention 
would have been drawn ”’—that is if it had been confined to the fact that money 
was being raised upon the notes? A. That is a matter of Sir Allen’s opinion 
and I think probably that is reasonable. 

Q. In dealing for a moment, if I may, with the events immediately preceding 
the granting of the certificate, would the trouble have been averted, had you, for 
instance, stopped the payment of the cheque or taken some action not quite so drastic 
as that; supposing you had telegraphed Mr. Travers not to use it, that you wished 
to make further inquiry, would that have been anything unreasonable or unusual ? 
A. I think it would certainly have been unusual, I would say unreasonable, I 
might almost say, if a layman may say so, unlawful. My opinion is that once the 
certificate issued we had no power to deal with it. | 

Q. You had under the Bank Act a right to ask for special return? A. Yes. 

Q. What was the object of that? A. That has been in the Bank Act for 
many years; it is a little power of investigation which the Government has, it is a 
little pressure you can bring to bear, because those returns are not very often made 
public or they might possibly be misleading or do harm, but the asking for a 
return shows that the Department is keeping an eye on the bank and it has a 
wholesome effect; it has no legal effect. 

Q. Has it any effect in founding action by the Finance Department? A. 
That is rather too general a question for me to answer. 

Q. There is a concrete instance; not very long after the bank started, Mr. 
VanKoughnet wrote down to say that these shareholders’ notes were being dis- 
counted in the bank at Milton to the extent of some $110,000 and the Department 
wrote for a special return which was made; that special return disclosed there was: 
only $59,000 all told made up of discounted shareholders’ notes and the discrep- 
ancies between the two amounts would strike anybody. If that had been noted in 
the Department was there anything that the Department could do? A. I know 
the papers show that that correspondence occurred. I have no recollection parti- 
cularly about it. The papers show there was that correspondence but I have no 


particular recollection about it. I suppose Mr. Boville mentioned it to me but I 
cannot recall the facts. 


Q. Supposing that was so, and it came in and was noticed by the Finance | 
Department, is there anything they could do, having called for the special return 
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and got it, but being dissatisfied with it? A. I do not know anything that could 
be done under the special return except to call the attention of the bank authorities 
to anything which we deemed worthy of attention; I do not know of any action we 
could take under the bank return; that would be a matter for legal eee but I 
do not know of any, speaking offhand. 

Q. Would there be any objection? A. We should not do it without legal 
advice; taking action of any sort after a bank is a going concern would be a very 
grave matter. Before the bank is actually organized it is easier but after a bank is 
a going concern and you take action against it in any public way you make trouble 
for the bank and in the case of a panic the Department would be blamed and 
they would be told, “ you did not need to go into this thing, there was no need of 
abe 

Q. Would that be the case the day after the certificate was granted? A. 
_ No, but the day after that certificate was granted I had no evidence there was any- 
thing fraudulent. I say if any gentleman knew that there was anything fraudulent 
it was their duty to make public disclosure of the matter. If I had believed there 
was anything fraudulent I should have dane so. 

Q. They do not appear to have been given any opportunity by the Depart- 
ment to lay their case before it? A. JI am not aware of anybody seeking an 
opportunity. 

Q. Sir Edward Clouston’s letter suggests inquiry by your Department? A. 
Exactly, and thereupon the Deputy Minister wrote stating the case to Sir Edward 
Clouston, and so far as I knew, I never heard a word of it further; and the 
Bankers Association began to take this bank into their arms and the Clearing 
House in Toronto; and evidently they did not believe it was fraudulent. 

Q. Perhaps as you had granted the certificate they were obliged to do it? 
A. It would not oblige them to take them into the Toronto Clearing House. 

Q. What power would they have to refuse? A. I think the Clearing 
House is a voluntary association and they can take in whom they like. 

Q. I do not recollect seeing that they have any powers of investigation? A. 
I do not think the Clearing House is a legal organization; I think it is a voluntary 
association much as a club; the Bank Act will tell you that better. 

Q. What could they have done that the Finance Department could not have 
done? A. If they had known it was'a fraudulent organization they need not 
have recognized it; and Mr. Henderson and Mr. Osler could. have called me to 
account in, Parliament, and the bank you say did not commence operations for a 
month and these gentlemen then knew, according to their evidence, that this was 
a fraudulent concern. 

Q. Is that any different from your position? A. I had no belief there was 
any fraud; they say they did. 

Q. If they had made a charge in Parliament what would have resulted? A. 
It would have resulted in the bank going ahead, but if any one should call public 
attention to it no one would put money in the bank. My view is that these gentle- 
men while they were anxious about the matter they did not have any grounds to 
make an accusation against the bank and therefore they did not make it. 

_ Q. Of course any investigation made would disclose there were very good 
grounds? A. I agree to that in the light of past events. 

Q. They may have felt that if the Department did not investigate on what 
they had said, and the Finance Department having granted the certificate it prac- 
tically said there was nothing in their complaint—A. Yes, and as a member they 
simply had to call me to account. 

Q. That would be for political action? A. They did not hesitate to take 
political action later; when the trouble arose they did not hesitate to blame the 
Finance Department. 


Q. Would there have been action taken if they had taken it up immediately? 
A. I take it for granted if there had been public discussion of that nature and 
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the facts be as they say, the bank could not have gone on, public opinion would 
not have permitted it to go on. 

Q. You put the boot on the other leg? A. I think these men have sought 
to put blame on the Minister of Finance, which I think is very unfair; they con- 
vey the impression that they had knowledge which they conveyed to me that this 
thing was fraudulent, and I say without any hesitation that they did not convey 
any such knowledge, and if they did possess that knowledge it was their duty 
to disclose the matter in Parliament. 

Q. You think that would be better than the Finance Department? A. No, 
J say the Finance Department with the information before it, the same class of 
information or better than we had ever before, was satisfied. If they knew that 
this was wrong and my act was wrong, the proper time to call attention to it was 
the next day in Parliament, because the next day they could have protected the 
public. 

_Q. . You think you were right and they were wrong? A. I certainly think 
if their present position is right, if all this time they had knowledge that this was 
a fraudulent concern, I say their attitude was wrong; and looking at it in the light 
of the later events there is very much to be regretted, but in the light of the time, 
in the light of all the precedents and practice of the Department, the granting of 
that certificate to the Farmers Bank was exactly right; that is my judgment and 
I only give it as my judgment. 

Q. And having that view you would not make any attempt to recall the cer- 
tificate once it had been granted? A. Not only because of that view, but my 
impression is I had no right to recall the certificate; that is a matter of legal 
opinion. At all events I know of no authority to recall the certificate. 

Q. But leaving politics aside altogether, supposing having got this informa- 
tion, you had said to Mr. Travers, “do not act upon that certificate, send me down 
your minute books, let me investigate this a little further privately”, don’t you 
think the whole difficulty would have been avoided without any public exposure? 
A. Looking back over it now and being wise after the events I think perhaps that 
would have been the better course to have pursued; but I do not think in the light 
of the transaction at the time I could have been expected to do it. At that time 
Mr. Travers was a man of good repute, and therefore I was attaching some 
importance to his affidavit, so to any other reputable citizen, and that weighed 
with me. Events showed he was all wrong, and that that affiday it was not reliable 
but that was disclosed years afterwards. 

Q. Of course the situation would have been entirely different if it had been 
assumed that notwithstanding the fact that Mr. McCarthy’s clients had been 
settled with, the charge still remained that there had been an improper method 
adopted in raising the deposit with the Finance Department? A. Quite a long 
time elapsed after that, and nobody ever brought a charge, nobody ever said any- 
thing further about'it, Mr. McCarthy withdrew the papers, and that was the end 
of it, and we heard nothing more about it. 

Q. That appears to have been the position throughout, that settling with his 
clients and withdrawing the objection he made on their behalf to the issue of the 
certificate, but it would not be a matter that Mr. McCarthy’s clients would have ; 
anything to say as to whether the certificate should be granted or not, that would 
still remain for the Finance Department? A. Surely. 

Q. Then would you say it was any one’s duty to present the papers to you 
again before you finally decided? A. I think anybody who had any interest in 
the matter whatever, if there was anybody who felt any real interest in the matter 
and believed there was anything wrong would have brought it to my notice; the 
fact that nobody brought it to my notice was a reasonable ground for the belief 
that there was nothing wrong. 
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Q. Just one more question upon that point; if the statement of Sir Edward 
Clouston’s letter was right, the affidavit of Travers necessarily was incorrect; did 
that phase of the matter occur to you? <A. Yes, the two were in conflict. 

Q. You had depended upon Travers’ affidavit? A. Chiefly. 

Q. If the statement made the day after was correct, Travers’ affidavit neces- 
sarily must have been perjury? <A. It looked like that, and if Sir Edward Clouston 
and those with whom ‘he was acting had attached importance to it and had pressed 
the matter further I do not know what we might have done; Sir Edward Clouston 
- apparently acquiesced in what was done and we heard nothing further, and nobody | 
objected. 

Q. The letter that Mr. Boville wrote to Sir Edward Clouston on December 
3rd, contained quite a long history of the matter, I suppose, from the Department’s 
point of view; he says: “In view of the published reports in the newspapers of 
some litigation in connection with the subscriptions to the capital of this bank the 
matter has had the careful attention of the Department,’—would that refer to 
Mr. Boville or yourself? A. Mr. Boville was conducting the matter at that 
stage. — 

Q. I think this morning you indicated it was more the general rumors that 
you had? <A. That alludes to some publishing in the newspapers. 

Q. “In view of the published reports”? A. That is Mr. Boville’s own 
letter, and while he may have showed it to me, and I quite accept the responsibility, 
I do not know what he had in his mind at that moment. 

Q. “Had the careful attention of the Department”, would that be Mr. 
Boville’s attention? A. It would be the attention of the Deputy in the main, 
but it would mean the matter was presented to me in all important points; I would 
have to take the responsibility of it. 

Q. Some time ago the general manager of the bank was communicated with 
to the effect that when applying for the certificate to commence business, in addi- 
tion to the list of subscriptions to the extent of a half million required by the. 
Bank Act, the statement did contain also the actual amount of cash paid up by 
each subscriber on his subscription. On the 29th ultimo application in due form 
was made by the bank for the certificate permitting you to commence the business 
of banking. The application was accompanied by the usual documents and also 
by a list of the subscriptions of cash paid in by each subscriber. The list itself 
covers over 500 names and nothing therein appeared for any particular comment. 
Was any report made to you by Mr. Boville about the list? A. He may have 
discussed it with me; if you ask any written report, no. 

Q. Do you remember he made any report as to the individual names? A. 
I do not remember; I think likely Mr. Boville kept me informed from time to 
time; that was the general practice. 

Q. Then he quotes the clauses in the declaration and then what I read you 
before, the interview in which Mr. Travers said that not a dollar had been bor- 
rowed ; then he said, “ For the purpose of record, Mr. Fielding wrote Mr. Travers 
a letter, of which I enclose a copy, asking for the assurance that the amounts set 
forth in the application as having been paid in were in every case bona fide cash 
payments. I enclose a copy of Mr. Travers’ reply. Then follows this statement, 
end I want to ask you if it had your concurrence: ‘“ Under these circumstances 
there did not seem to be any warrant for the withholding of a certificate under 
section 14 of the Act, and, accordingly, a certificate was issued on the 30th ultimo” ? 
A. I concur in that, yes. | 


Q. That was the answer of the Department to the request for a thorough 
investigation? A. The time for that thorough investigation, if it could have 
taken place, had passed; the certificate had been issued. 


Q. Was any telephone message received from Sir Edward Clouston or any- 
body else on the 50th? <A. Not by me. 
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Q. Did you ever hear from Mr. Boville as to whether any telephone mes- 
sage had been received stating that this letter was on its way? A. No, never 
heard it from anybody. 

Q. Quite hkely if it had been received you would not have heard of it? A. 
I do not know; if Mr. Boville had received it and attached any importance he 
would have told me, I think; but I never heard of it in any shape or form; I never 
heard of Sir Edward Clouston’s letter until it came to me the following day. Is. 
there anything in evidence to show Sir Edward Clouston telephoned? It is alleged 
that Sir Edward Clouston telephoned to the Department? I do not recollect of 
ever hearing of it before. 

Q. Jt was mentioned in the debate in the House? A. I do not think he 
telephoned. 

Q. I proposed to ask Mr. Boville, but he is not here? A. To the best of 
my recollection, it did not happen; I would not like to say positively, he may have 
got a telephone from Sir Edward, although I do not recollect of ever hearing of it. 

Q. Would that letter, Exhibit 72, have ever come under your notice, par- 
ticularly after the last clause? A. I have no recollection of ever seeing this 
letter before. I Would not say I did not, the letter being addressed to the Min- 
ister of Finance, this is January, 1907. I have no recollection of ever seeing or 
hearing of that letter before, but I will not say positively I never did; the records 
of the Department will show whether that letter was received, and if it was re- 
ceived it may have been shown to me; I would not like to speak too definitely. 
All the papers bearing on the issue of the certificate were brought down to Par- 
liament; I do not think this is included in them. 

Mr. CoMMISSIONER: That is after the bank was organized ? A, Yes; this 
was not in relation to the certificate itself. _ 

Q. That was an ordinary matter of routine in the Department? A. This 
was in January, 1907. 

Q. That was its first return? A. I have no recollection of seeing it; I 
would almost think it would have been included in the Return brought down,. 
because the Return to Parliament included papers long after the organization of 
the bank. 

Mr. Hoperns: “J do not recollect it was published? A. J am sure it would 
not be. 

Mr. CoMMISSIONER: ‘Travers spoke of having got information from the 
Department as to that being the correct place in which to enter the deposit with 
the Trusts Company. . 

Mr. Hopeins: (To Mr. Ross). Can you tell us if that is on the files of the ° 
Department? (Letter 12th January, 1907, of which Exhibit 72 is a copy.) 

Mr. Ross: JI never remember seeing it; it may be here though. I will look 
and see. 

Witness: That might not come before me at all; it is a matter of routine. 

Mr. Hoperns: It was in consequence of a statement of Mr. Travers prac- 
tically that he had consulted with the pon as to how he should enter the 
loan of the Trusts & Guarantee Company. ; 

Mr. CoMMISSIONER: He does not call it a loan, but a deposit, and wants to 
know under which head it should appear? A. I have no recollection; as a mat- 
ter of routine, that does not come before me in the ordinary way. 

Mr. Ross: Yes, the letter is here. 

Mr. Hopeins: Is there any reply to it? 

Mr. Ross: I do not see any reply. 

Witness: -How was it it did not come down with the Return? 

Mr. Ross: These returns go to a different part of the Department, the 
regular monthly returns, and this letter accompanied it. There is always a formal 
letter accompanying the monthly Return. 


482 REPORT OF COMMISSION - 
3 GEORGE V., A. 1913 


Witness: It would be filed in the Bank Department with the Return and © 
not in the general correspondence. ; | 
Mr. COMMISSIONER: None of those were brought down to Parliament ? 

Mr. Ross: Apparently not. 

Mr. Hoperns: Was there any reply to that? 

Mr. Ross: JI do not know, I am sure; the only way to find out would be to 
Jook in the letter books. 

Mr. CoMMISSIONER: It hardly calls for a reply. He says, “1 have included 
it under number 6, which I trust will be satisfactory”. A. If they took no 
exception to the form of the Return they probably would not answer it. 

Mr. Ross: There probably was ‘no answer; the letter apparently does not call 
for an answer. 

Mr. Hoperns: Where would we go to find out if there was one? 

Mr. Ross: I can examine the letter books and see if there was an answer. 

Mr. Hopetns: Speaking of that first interview with Mr. Travers he said you 
said to him you had been served with a letter from Mr. Leighton McCarthy ex- 
plaining the whole matter to you, so that he (Travers) did not have to tell you 
anything? A. I have no doubt I told him of Mr. McCarthy’s objection. 

Q. Did you tell him more than there was objection or did you go into what 
the objection was? A. Not im detail; but. Mr. Travers was aware of it; the 
complaints of Mr. McCarthy had been sent to him; it would be alluded to no doubt - 
in our conversation. 

Mr. CoMMISSIONER: Did I understand you to say that a eopy of Mr. — 
McCarthy’s letter was sent to Mr. Travers? A. I think the records show Mr. 
Boville did send to Mr. Travers the statement of Mr. McCarthy’s complaint, I do 
not think he gave him a copy of the writ, because he would presume he was aware 
of that; I am speaking from recollection of the correspondence. — 

Mr. Hopverns: The letter that was sent was dated October 24th, stating that 
“Opposition has been filed in this Department to the granting of a certificate” ? 
A. Yes, and I think Mr. Travers asked for a copy. 

Q. - Mr. Travers asked for a copy on the 29th October and then on the 31st 
October, Mr. Boville writes to Mr. McCarthy: “ Referring to your letter of. the 
19th inst. addressed to Mr. Fielding on the subject of the Farmers Bank 
of Canada and the issue of a certificate to the bank to commence business — 
under section 15 of the Bank Act, I noticed recently a referemce in the 
newspapers to a judgment given by Judge Anglin in a suit relating to this 
matter. In view of the decision rendered I shall be obliged if you will let 
me know if you still desire the protest contained in your letter to be brought to the 
Treasury Board upon an application of the Farmers Bank for a certificate to be ~ 
considered”. Mr. McCarthy replies, he will be in Ottawa and see the Minister; | 
and then on November 2nd, a letter is written to Travers in answer to his letter of 
the 29th: “I beg to enclose herewith copy of a letter adressed to Mr. Fielding by 
Mr. Leighton McCarthy by way of protest to the granting of a certificate to your 
bank to commence business. Of the enclosure with Mr. McCarthy’s letter I have 
not sent you a copy, as it is lengthy and I have ne doubt you already have a copy 
of it in your possession”. The same day, November 2nd, from Toronto, comes a 
letter from Mr. McCarthy, stating that the claims made by his clients had been 
settled by their subscriptions being taken up by some parties interested in the bank 
and refunding the money paid by the individuals or returning the notes which had 
been given. “ The objections which I made on their behalf to the issue of the cer- - 
tificates are therefore withdrawn. Would you mind therefore returning to me the 
papers which I forwarded to you” ? 

Mr. CoMMISSIONER: When Travers got a copy of Mr. McCarthy’s letter did 
he reply? 

Mr. Hopetns: No, but there is a further letter to Mr. Travers on Novem- 
ber, th. Mr. Boville advises him that Mr. McCarthy has withdrawn the objec- 
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tions. ‘The only letter from Mr. Travers was one expressing surprise that any 
opposition had been made and asking for a copy. Mr. Travers seemed to think 
you were fully advised with regard to these shareholders that had been dealt with 
not in detail? A. The only information I had was that disclosed by the records. 

Q. Did he tell you it had been arranged, these subscriptions of Leighton 
McCarthy’s clients? A. I do not remember of any conversation with Mr. 
Travers. 

. He says, “I told him it was arranged” ? A. I do not think that 
happened, although I cannot be positive; he may have told me it was arranged; I 
knew as a matter of fact Mr. McCarthy had withdrawn it, otherwise I had no 
knowledge of it. 

Q. Did he tell you there was some provision in the Bank Act to remove those 
subscriptions? A. I do not recollect that that occurred; he may have said so 
but I do not recollect it. I do not think we discussed in detail; I think our dis- 
eussion was very general and went to the question of whether the subscriptions 
were taken in good faith and whether they had resources to go on with their work 
and make a creditable exhibit. Beyond that general statement I did not go into 
any analysis of the thing with Mr. Travers. 

Q. Was any question raised as to the statement in the declaration that the 
moneys paid in by the individual subscribers were correctly set out in the list? A. 
No, my questions would be generally as to the accuracy of all the representations ; 
I did not think any particular question was raised as to that particular section. 

Q. Nor as to the question of how they raised the money for the deposits? A. 
Only in a very egneral way. My letter to Mr. Travers suggested about a difficulty 
in my mind on that-score and that general difficulty in my mind was referred to 
briefly but not as to particular subscribers, I am sure: 

Q. He said in reference to the first interview that there was nothing settled . 
and speaking of yourself, “he said he was very busy, I would have to come back 
again, and let me know when to come. He also said that there had been so many 
irregularities about other banks’ transactions with him with reference to their 
getting their certificate he had to use a little caution. 

“Q. Any reference made to the Budget speech at that interview? A. Yes; 
he told me he was busy; that is the excuse he made for putting me off, that he had 
to deliver his Budget in a day or two, in fact I think he set the day—I cannot 
recall the day just now—he was too busy. I know I went to the House and 
listened to it.” A. I cannot recall any such conversation. To the best of my 
~ knowledge and belief it never happened. I had only the one interview with Mr. 
Travers that I can recall, and that was on the very day of the certificate. My 
letter shows that Mr Travers had been trying to see me and I was unable to see 
him. There is nothing in that letter that says I had seen him. I expressed my 
regret I was not able to see him and I said I would see him that day; and that 
tends to show I had no previous interview with Mr. Travers. 

“Q. You went to the House and it was after the Budget speech you had the 
second interview? <A. Yes. 

““Q. - Where did that-occur? A. Occurred in his office”. A. He no 
doubt was around the Department before that and saw Mr. Boville, but did not 
see me. 

Q. “A. I was over there first; after receiving that letter I went over to see 
him then. He put me off till the afternoon; in the meantime he wrote me another 
letter’— A. Who is he? 

Q. He is referring to yourself? A. That I wrote him another letter? Then 

he had two letters? 

Q. No; he was speaking of this first interview before the Budget speech was 
delivered and this reference is made to the letter: “Q. What time of day did you 
have your second interview with him? A. I was over there first; after receiving 
that letter I went over to see him then. He put me off till the afternoon; in the 
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meantime he wrote me another letter asking me whether I had borrowed any — 
money on notes and then I answered that letter and followed it myself soon after”? 
A. There is no such letter. 

Q. Yes, the letter you wrote on the 30th? A. He speaks of two letters. 

Mr. Comarsstoner: He speaks of two letters from Mr. Fielding, the letter 
making the appointment and the other letter. 

Mr. Hopeins: Oh yes, it is two letters. A. ‘There were no two letters; 
that one letter he apparently had not recetved when he came to see me, although 
the letter was dictated or written, and he had not received it, because I said to 
him, “ you had better get the letter and send. an answer”. 

Mr. CoMMIsSIONER: Apparently he seems to have thought he got the letter 
making the appointment and he went over, and you were not there, and that he 
got a second letter asking for the assurance about the condition of the bank? A. 
As far as my recollection goes I am quite sure— 

Mr. Hoparns: Q. The only point I am asking is, that he called on! you and 
you were too busy, and you put him off? A. The only explanation is he called 
at the Department and was put off; but I-did not see Mr. ‘Travers, only on the 
one occasion. Perhaps he did not draw a distinction between calling on the De- 
partment and calling on me. 

Mr. CoMMIssIONER: I think you have said it must have been before noon, he 
called? A. About mid-day, before lunch hour. 

Q. He puts there the afternoon? A. In the afternoon he probably called 
ay the Department to see what progress was made, but he did not see me. 

Mr. Hoperns: At all events he says, “I went to Mr. Guthrie’s office and 
answered that letter and then I called on Mr. Fielding again later in the day, L 
should think it would be 4 o’clock and then I got my certificate? A. He got his 
certificate from the Deputy, and not from me. 

“Q. Qn your return to Mr. Hielding was anything said, was ‘the ques- 
tion of the subscriptions raised again? A. No; the last time I got my certi- ~ 
ficate it was very brief; we hardly touched on the matter at all; we were talking 
about other things ”’. 

Wrrness: When he got the certificate he may have had a conversation with 
Mr. Boville but not with me, he did not get the certificate from me. Once the 
instructions were given to issue the certificate that would be a matter of routine 
which would be attended to by Mr. Boville and I would see no more of it. 

Q. Further on, page 510, he reiterates the fact that he had a 15 minutes 
interview with you and got the certificate about 4 or 5 o’clock in the afternoon; he 
did not get the certificate from you, but from Mr. Boville, but he does reiterate that 
he had an‘interview with you? A. He would be entirely wrong. I would no 
doubt then be in the House of Commons, and Mr. Boville would be doing the 
Departmental! work. 

Q. Was there any reason other than you have given us for putting this whale 
matter through in practically one day, that is seeing Mr. Travers, bringing the 
matter before the Treasury Board, deciding upon issuing the certificate, giving 
back the cheque; is there any reason at all why that should have been done, in view 
of your own feeling towards the bank and in view of what has been said to you, 
whatever it may have been, any reason for putting it through all in one day? A. 
Once it was decided that the certificate should issue I would expect the Department 
to expedite it; once a thing is settled the quicker it is disposed of the better. I 
would consider that was good business. ‘There was no special reason for doing it; 
it was done in the regular routine way in the Department. 

Q. Had any pressure been brought to bear? A. Absolutely none. No 
human being spoke to me about the issuing of the certificate other than Travers and 
the officers of my own Department I mean with a view of supporting the certificate. 
I have already referred to the conversation with Sir Edmund Osler and Mr. Hen- 
derson, but I am speaking with reference to the issuing of the certificate. 
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Q. When you say no one had spoken to you about it, do you include the time 
previous to that time? A. At no time was any pressure of any shape or form 
brought to bear with regard to the issue of that certificate; there was no person 
exercising any influence or trying to whatever. 

Q. And so far as you are concerned you say you think it went through in the 
regular way in the Department? A. Yes, once decided the quicker it was dis- 
posed of the better. 

Q. And it was never decided till the 30th November? A. It was never . 
decided till the afternoon of the 30th November. After that it was purely a matter 
of routine. I suppose Mr. ‘Travers being there and waiting Mr. Boville naturally 
tried to facilitate it for him; that would be good business. 

Q. There is a certificate on file, a memorandum from Mr. Boville on this 
matter for submission to the Minister, perhaps you would look at that and see if 
that was received by you (Part of Exhibit No. 2). A. I have no doubt I did, 
although I have no distinct recollection of it; it would be in line with a discussion 
between Mr. Boville and myself, and it was put in a memorandum for future 
reference. 

Q. The date of that is what? A. The 30th; I have no doubt I was aware 
of it. ; 
Q. Were you aware that Mr. Boville had referred the matter to the Depart- 
ment of Justice? A. I think likely, although I could not be certain about that; 
I think likely Mr. Boville though told me. These things would be dealt with as a 
matter of routine, but Mr. Boville kept me occasionally informed of what was 
going on; in that why I would know although I would not have the documents 
myself. 

Q. Looking at that memorandum is there anything in that you personally 
knew or information that Mr. Boville would give? A. It is a memorandum of 
Mr. Boville’s in line with what we had been discussing. If you had asked me if he 
had made a formal memorandum I could have recalled it, but I do not know that it 
was customary for the Deputy to make a written report. I have no doubt that came 
to my notice, anyway I was aware that Mr. Boville was advising. 

Q. This states: “The papers are all in order and have been submmitted to the 
Department of Justice who have advised that the evidence contained therein is 
such that the Treasury Board may lawfully accept it and issue the necessary certifi- 
cate”. The real statement made by the Deputy Minister of Justice was somewhat 
different from that? A. Do you think there isa difference? I do not see, because 
_ the statement was that the papers were in order and the affidavit if it was accepted 
was such as would legally entitle them to the certificate. 

Q. You would see no difference between the two? A. From the hasty reading 
of that, I do not see; there may be a shade of difference. 

Q. The letter from the Department of Justice says, the statements are suffi- 
cient if the Departments accept them? A. Exactly. 

Mr. Commisstoner: Accept what? A. The Department of Justice was 
purely advising on the law of the case, they were offering no opinion on the merits 
of it. 

Mr. Hoparns: “I beg to state that the statements in the statutory declaration 
of Mr. William R. Travers are sufficient if they are accepted to show compliance 
with the statutory provisions and that the evidence thus afforded is such that the 
Treasury Board may lawfully accept under the Act and thereupon issue to the bank 
a certificate under section 14 of the Act”? A. Is not that substantially what 
Mr. Boville says in his reference to it? The Department of Justice would advise 
purely on the law; they would say nothing on the facts of the case. 

Oo tis represented to you as saying, “and the evidence is such that the 
Department may lawfully accept it”? A. Yes, and the Minister of Justice 
thinks so, the Department may lawfully accept it; it leaves it to their discretion as 
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to whether they are satisfied with the information. All that Mr. Newcombe says 
is that this is within the four corners of the Bank Act. 

Mr. CommissionER: As I understand your view was that if proof were made 
that the requirements of the Act had been complied with it was the duty of the 
Treasury Board to issue a certificate? A. Yes, unless we felt we had reasonable 
evidence to the contrary. - 

Q. If you had known that the $100,000 of the money that was represented as 
paid upon the stock had been borrowed by Travers, not applied to the credit of the 
Farmers Bank, but borrowed by Travers and applied by him, not directly upon the 
particular notes that were discounted—putting up the notes as collateral security— 
would you have refused to have advised the issue of the certificate or are you able 
to say? A. I may find difficulty in answering that. The borrowing of money 
to put into a bank is not. an improper transaction. If Travers could borrow money 
or get it anywhere he liked and put it up for and on behalf of these shareholders it 
would be a perfectly proper and legitimate transaction. Ifa man subscribe for bamk 
‘stock and goes out and borrows money from another bank that is perfectly legitimate. 
The illegitimate part would be if he did it through the provisional directors and 
afterwards the money was to be returned from the funds of the bank. 

Q. If you had known that? A. If I had known there was any understand- 
ing whereby these moneys were to be refunded from the bank I certainly would not 
have advised the issue of the certificate. 

Q. Does not what happened in this case suggest that there ought to be an 
examination by an officer of the Department or some other competent person of the 
books of a bank starting in order to verify these statements? A. Yes sir, I 
think it would be wise. From all these things we learn something from experience. 

Q. Because I suppose the most cursory examination of the books would have 
disclosed how the money was raised? A. There is a point, it does not affect the 
wisdom or unwisdom of the issue of the certificate, but it does affect the whole 
thing in the public mind; this bank did not come to grief because of any irregularity 
with regard to the paid up capital. These notes or a sufficient portion of them, were 
ultimately paid, the bank had the capital and whatever irregularity occurred at that 
time was ultimately made good; the bank had the capital required by the Act, and 
if the bank had been honestly and wisely managed, there would have been no 
trouble; the failure of the bank was in no degree due to the irregularity which has 
been referred to in connection with these notes. It was an irregularity and a grave 
one, but it had nothing to do with the ruin of the bank ultimately. 

Q. Do you understand that the Finance Minister or the Treasury Department 
had anything to do with the list of subscribers; supposing you had found a list of 
$500,000 and one man had subscribed $250,000 of it, would you have had any right 
to exercise a discretion not to issue the certificate? A. Of course we have absolute 
power not to issue it. | 

Q. You think there is that power? A. I think so; I do not know of any 
machinery whereby you can compel the Treasury Board to issue the certificate if 
they do not wish to act; it is discretionary, but that discretion must be exercised 
with reason; and we could never have defended ourselves I think before the public 
if we had refused to issue the certificate upon the same basis as had been accepted 
in other cases. 

Q. Iam thinking about a case of a manufacturing company in Toronto that 
was seeking to increase its capital, opposed by the minority of the shareholders, and 
I think our Courts held that a mandamus would go to the head of the Department 


to issue the proper certificate. Of course I would not suggest at all that they could 


compel you to exercise a discretion in a particular way, but compel you, where the 
acts required were proved, to issue the certificate, but you did not take that view? 
A. That is a legal question, my Lord, as to whether a mandamus could issue 
against the Crown for that purpose, but. I had not that view in my mind. I exer- 
cised my best judgment. We all know now, in the light of what has developed, 
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it was a misfortune; but in the light we had at the time it seemed the right thing 
to do. You asked about a particular subscription, one man subscribing for 
$250,000; had we a right to object because we did not think he was good for 
$250,000. Even that is a very grave question. J remember another case, I do 
not want to specialize it, where subscribers were people as to whom I had grave 
doubts as to their ability to pay the amount, and yet under the Bank Act I was not 
clear that I had any right to refuse it. If they subscribe, and if they pay the 
amount required under the Bank Act I doubt whether I would have any power to 
go ahead and say, “I will not give the people this certificate because John Smith 
is not able when the time comes to pay”. I had grave doubts in that particular 
instance, and it worried me a great deal, but I do not think the Bank Act gives 
any discretion to refuse on that ground. . 

Q. What happened in this case, according to the evidence, is the .provisional 
directors endorsed these notes; Travers went to the Trusts & Guarantee Company 
and. borrowed $80,000, I think it was, hypothecating the notes; then that they 
used the money, not applying the proceeds to each note, but applying them indis- 
criminately—perhaps not entirely indiscriminately—but applying some of the 
money in payment of stock for which no notes had been given at all, and then 
the money was returned as soon as it was got back from the Department. Tra- 
vers does not appear to have been confronted with the specific charges that had 
been made so far as your evidence has gone? A. You say with specific charges; 
what do you refer to—the Leighton McCarthy letter? ie 

Q. Yes, and perhaps I should not say specific charges, general charges, Sir 
Edmund Osler? A. They made no charges; that is my position. Sir Edmund 
Osler’s attitude was not one of making charges against the concern at all; -his 
attitude was precisely that of my own, “ While I am sorry this thing is going 
on, Mr. Fielding, you and I agree that it is a misfortune, but there is nothing we 
can do to prevent it”. He did not pretend to give any ground upon which the 
granting of the certificate could be refused. My attitude from the beginning was 
J was anxious, not because I had any reason to anticipate any fraudulent proceed- 
ings, but simply and solely because I thought a lot of these small farmers were 
making a mistake, and if I could have stopped the thing at any moment I would 
have gladly done it. On the other hand, as this thing was largely composed of 
- farmers, if we had refused to give them a certificate, they having given us the 
same evidence or better than we had received in former cases, there would have 
been an outcry at once that we were trying to stifle bank competition, and trying 
- to play into the hands of what is called sometimes a dangerous monopoly and 
refusing to allow competition. IJ did not want to give a lot of people in Canada 
the opportunity to say the Farmers Bank put up their money, they provided the 
same evidence, they made their affidavit, they did everything that ever other bank 
had done before and yet the Finance Department refused to give them a certificate ; 
I did not want that position to be held. 

Q. Is not there a weakness in the Bank Act if it be that a certificate obtained 
by fraud cannot be recalled, some step taken? A. I think in the light of this 
experience it would be well that that should be distinctly dealt with. It might 
be suggested that though the certificate be granted it should not be acted upon. 
for a certain period during which there would be an opportunity for investigating. 

Q. The meeting was called, the shareholders had notice of what was going 
on, it is a wonder how they were so dull to their own interest? A. It appears 
to have been quite a large meeting. 

Q. I fancy it was mainly proxies? A. I think it states there was quite 
a number present. 

Mr. Hopeins: Quite a- good-sized meeting; they had no voting power as 
against the proxies? A. There is nothing to show there was any conflict between 
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those present and the proxies; there was no evidence that came to me that there 
was any internal trouble. 

Mr. Commissioner: Do you think it is possible that Mr. Calvert may have 
introduced Travers to you and you not have had time to talk to him at all, and 
then Travers came again? A. No, my lord. 

Oss a0. not think it is very important, except as reconciling the two state- 
ments? A. I had quite forgotten that Mr. Calvert did bring Mr. Travers, but I 
remembered it afterwards that he came to the office and introduced Mr. Travers 
and I do not think he remained during the interview; I am certain Mr. Calvert 
never figured in the matter in any shape or form except as to that incident. 
Whether Mr. Travers had one or two interviews is no earthly matter, although as 
a matter of fact I am sure he only had one. 

Mr. Hoperns:. It all has a value in determining the weight to be given to 
the evidence of the various witnesses. There is something you said I did not quite 
understand; do I understand from you that if these notes had been given and had 
been pledged and the money raised upon those notes and paid into the bank to 
the credit of the Finance Minister that there was no objection to that, unless there 
was the further agreement that it should be returned to the lenders immediately 
after the certificate was granted? A. That is dividing the thing perhaps into 
two parts; I was dealing rather with the question his Lordship asked me, and I 
said there was no reason why a man should not give a note for raising money to 
put into the bank; the only illegitimate part would be if he had an arrangement 
whereby he was afterwards going to get that money out of the bank. I think if 
John Smith had given a note, being a subscriber, and raised that money and then 
paid in good faith into the Farmers Bank nobody could raise any objection ; 
the fact that he raised money on the note would not be doing anything wrong. 

Q. Who raised the money? A. The subscribers. 

QO? His ownnote?  t2c Say eg: 

Q. I thought you indicated there was no objection to the provisional direc- 
tors raising money upon notes? A. No, if you inferred that I was mistaken ; 
that would be quite wrong; but the oreater wrong would be if they bargained to 
afterwards have it turned back out of the bank. 

Q. If this minute ‘had been brought to your notice and you knew it had been 
acted upon, would you have felt that the certificate should be refused: “ That the 
provisional directors execute a power of attorney to W. R. Travers for the pur- 
pose of endorsing all notes in their name as provisional directors and of signing 
their names to a note or notes for the purpose of raising funds to put up the 
deposit with the Government; and we authorize the secretary to hand over all 
notes to W. R. Travers for that purpose”? A. What are you reading from? 

Q. The provisional directors’ minute. A. Certainly if that had been 
brought before me, I do not think I would have been willing to issue the cer- 
tificate; I should say not. | 

Q. You said I think in the House that you cross-examined Travers; you 
explained that you did not mean that technically, but that you did question him? 
A. I questioned him, yes. 

Q. Did you question him upon the way in which the money had been raised 
to put into the bank? A. In general terms, yes, not as to individuals or details. 
I said my discussion with Mr. Travers was exactly along the line of my letters to 
him, that gossip had said that sometimes these promotions had been made in that 
way and I wanted to be assured there was nothing of this kind in his case; and he 
gave me to understand it had not taken place. 

Q. The intention of putting it in your letter that it had been represented in 
some previous instances where the application was regular, there’ was actually an 
evasion of the act, was that put so as not to offend his feelings? A. Possibly 
that entered into my mind, but for the last year or two it was the gossip in bank 
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circles that that is the way promotions were being managed; and Mr. Travers, 
having filed his affidavit, and being a man.of good repute, I would not lke to 
reflect upon it and my conversation with him was to make assurance doubly sure; 
it was not that he could add anything by personal testimony to what he had already 
sworn, but as he was there I had the discussion with him on the general terms. 

Q. Was the reference that the provisional directors had raised money or 
Travers? A. It was only in a general way, whether subscriptions represented 
bona fide subscriptions or money that had been paid up—there was no reference - 
to Travers or the provisional directors, and as it was only confirming what was in 
the affidavit 1t would not go into the details. 

Q. The affidavit only says that the shareholders had only paid up so much? 
A. The list went on to say they had paid up in cash the specified sum. 

Q. Looking at section 15 of the Bank Act: “The Treasury Board must be 
satisfied that all the requirements of this Act and of the special Act of Incorpora- 
tion of the bank as to the payment required to be made to the Minister, the elect- 
tion of directors, etc., have been complied with”. There does not appear to have 
been the practice of requiring the proof of election of directors to be certified by 
a production of the minutes? A. I do not think it is mentioned in the Act. 

Q. It simply says the requirement of the Act as to the election of directors? 
A. Yes, there was no question as to the election of directors. 

Q. They were to elect such number of directors duly qualified under this act? 
A. Yes,—do you refer to their qualifications? 

Q. Yes? A. I-do not think it has been customary to make any special 
investigation of that character, and the Bank Act does not contemplate it. 

Mr. ComMissionEeR: What did Travers’ declaration say about that? A. 
He states in section 10 of his affidavit that they are qualified. 

Mr. Hopverns: “ Duly qualified under the Bank Act to hold office until the 
annual general meeting”? A. J remember one case in which we found a direc- 
tor was not qualified because the shares were held in the name of the firm, and 
therefore they were not his individual property, and that had to be made good; 
but not in this bank. 

Q. 1 think I touched on this this morning; it may be of general interest ; 
there is no machinery apparently for investigating the acts of the provisional 
directors; what they had done with the money and how much they had spent on 
it before “coming to the Treasury Board for a certificate; in this case they spent 
about $40,000 of what they had raised; they had only $150,000 left out of the 
$200,000? <A. I think as a result of that in the draft of the new Bank Act 
which I introduced into the House there is some provision guarding against that. 
There are several things which we have learned from our experience in this case 
which will be found in the new Bank Act as laid before Parliament. 

Mr. Commissionrr: This bank started at first with paying 5%, and then 
paid 10%, and, according to Travers’ statement, finally agreed to pay 15% com- 
missions on the subscriptions obtained, and whether it was paid for by cash or 
by note, these commissions were payable; what do you understand as to whether 
that is a legitimate expenditure? A. That is one of the difficulties with bank 
promotions, especially where they are not finding a ready response to the move- 
ment; they have to canvass almost like life insurance companies to get subscrip* 
tions and they have to pay excessive commissions. That is one of the things in 
the new Bank Act we are seeking to guard against; it is an evil against which 
the public should be protected. 

Mr. CoMMISSIONER: ‘There was nearly 10% of the amount subscribed spent 
in preliminary expenses. Does Parliament pay any attention to the men who are 
behind an application for a charter for a bank? A. As a rule, people coming 
and seeking a bank charter always find some members of Parliament to stand up 
and guarantee their good faith, and eminent respectability. There is no machi- 
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nery whereby you investigate. During the last two or three years or longer I 
was beginning to put on the brake a little more and trying to get a little more 
information; 1 do not know that we were very successful. Whenever an applica- 
tion is made we find the Member of Parliament in charge of the Bill, or some 
members of Parliament from the section of the country where the gentlemen live 
will come and guarantee these are eminent gentlemen; that there is great need 
of banking accommodation; that the financial needs of the community are not 
met, and so forth, and it is a difficult matter for the Banking and Commerce 
Committee. 

Q. They may be respectable men and yet no more fitted to manage a bank 
than run a circus? <A. It is quite true. 

Q. The good sense of Parliament—? A. Well, the good sense of Parlia- 
ment would be “ If Smith, Brown or Jones want to put up their own money and 
give it to these men to manage ”—you cannot always supply good judgment to 
the man who has not any. After you have done all you can there will still be 
much that will be left to the individual judgment and responsibility. | 

Q. You would not give a charter to men to build a railway that you knew 
were simply stock jobbers and promoters? A. Do you think it has never been 
done? 

Q. I would not say that? A. It is very difficult for a committee to sit in 
judgment upon men who come before them representing that they are going to 
do some good and holy work in the community and stand up and tell those men 
they are not to be trusted. You insult them, and the members of. Parliament and 
the community in which they live. You cannot do it very well. But if the thing 
looks all right on the surface you are bound to give them a charter. 


The Commission adjourned at 4-p.m. to meet in Toronto, June 12th, 1912, 
at 11 am. at Osgoode Hall. 


Toronto, June 12th, 1912. 
The Commission continued its sittings at Osgoode Hall, Toronto, at 11 am. 
PRESENT: 


Hon. Str Witiram MerepirnH, Commissioner ; 

FranK E. Hoperns, K.C., and J. THompson, K.C., representing the 
Dominion Government ; 

I. F. HeLttmMutH, K.C., representing the Trusts & Guarantee Company. 


‘ 
$ 


JAMES JOHN WARREN, Sworn, Examined by: 


Mr. Hoperns: At the close of 1906, were you connected with the Trusts & © 
Guarantee Company? A. I was. 

Q. In what capacity? A. As managing director. 

Q. And aseat on the Board? <A. Yes, sir. 

Q. Were you in full charge of the financial operations of the company? A. 
Under the Board. 

Q. Would any important transaction take place without your knowledge? 
A. No, not unless I should happen to be away, and I was not during the course 
of this matter; I was there all the time. 

Q. You finally did make an arrangement with Mr. Travers about an $80,000 
loan? <A. Yes. 
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Q. What course did the matter take, how was it opened up with you? A. 
Mr. Stratton brought Mr. Travers into my office some time in the fall of 1906, 
and he said he had met Mr. Travers at the King Edward Hotel; Mr. Travers 
wanted to get a loan, of, I do not know whether the amount was “mentioned in 
the first instance or not, but a loan in connection with the organization of the 
Farmers Bank. We had quite an interview, the three of us in my room in the 
Trusts Company. Mr. Travers, whom I had never met before and never heard of 
before, told me he had been connected with the Merchants Bank for I think he 
said 20 years, or something like that, in a managerial capacity. He had a letter 
from Mr. Fish as to his relations with the bank when he ‘left. He said he had 
been retained or engaged by the provisional directors of the Farmers Bank quite 
recently to complete the organization of it. He said the bank had been in process . 
of organization for some time; it is a long time, but my impression is he said a 
year or more; that his predecessors in the position of, I do not know what you 
would call him, the manager of the organization, whatever they were, had spent 
some $50,000 of the bank’s money in connection with the organization of the bank. 
IIe said he wanted to obtain a loan of $80,000 for the purpose of replacing this 
$50,000 that had been expended, and the remainder was going to go towards the 
organization purposes of the bank. He said that he had purchased or agreed to 
purchase from the provisional board I don’t know how much of the notes of the 
subseribers— I think it was in the neighborhood of $100,000—and he had bought 
those at-par, and that he wanted to borrow $80,000 from the Trust with which to 
partially pay for these notes. JI understood that he had provided the difference 
himself. He looked to me to be a man— | 

Q. What difference do you mean? A. The difference between the par of 
the notes, the $100,000, and the $80,000, the amount of the loan. 

Q. That he was providing that himself? A. Yes, he gave me that, that 
the difference between the $80,000 and the $100,000 he was providing for him- 
self. He seemed to me to be a man of some standing and he impressed me very 
favorably. 

) Q. Were these statements made by him in the presence of yourself and Mr. 
Stratton? A. Yes, we were all there. 

Q. Did Mr. Stratton seem at all surprised at the statement or question it In 
any way? A. There was not anybody: surprised. 

Q. The statement was that $50,000 had been expended by the provisional 
directors? Yes, I would not say $50, 000. 

Q: About? A. Yes. 

Q. And that $30,000 was still to be expended in and about organization? 
A. No, he wanted that in connection with the organization of the bank. 

Q. What is the meaning of that? A. He did not tell me how much money 
the bank had and how much money the bank needed. The transaction, as far as 
I was concerned, was’simply a loan to him to enable him to pay the bank $80,000 
on account of these notes which he had purchased. 

Q. But the explanation of the $30,000? A. There was not any specific 
explanation about that. The only statement he volunteered was that he had been 
called in— 

Q. Did you get the impression from him that $50,000 had already been 

spent, and that $30,000 more would be spent in the organization of the bank? 
oe tN O. , 
Q. What was your understanding of the matter? A. My understanding 
was the $50,000 had been spent by his predecessor in connection with the organi- 
zation, that he had been called in at the last moment by reason of his experience 
to put the organization through. 

Q. What about the $30,000? A. Difference he was using to pay up the 
balance, it was part of the $80,000 which he had purchased. 
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Q. What was the $30,000 for, did you understand it was on account of 
organization? A. No, I did not say that; I said in connection with the organi- 
zation of the bank. 

Q. Had you any understanding what he meant by that? A. No, I did not 
give it any serious consideration. The first question with me was we did not have 
the money to lend him and I told him so; and he said he had offered it to one of 
‘the banks and he had offered it to another Trust Company and he had not met with 
success. He said the banks were unfriendly, did not want any more banks and so 
on; I mean to say it was not a case of my telling you this or you must not say it 
or this is a great secret or anything of that sort. He says “I have been to this bank 
or to this Trust Company and Mr. Stratton has brought me in here to you.” 

Q. Had Mr. Stratton arranged he would have the loan? A. No, the matter 
was entirely at large. I do not recollect that Mr. Stratton said very much except 
of course he was present and he may have said something in connection with the 
matter, but of course’ Mr. Travers did most of the talking because he was telling 
us what he wanted. I told him we had not the money and we could not make the 
loan. , 

Q. Did it drop there? A. No; he then said, “ Perhaps you could get the 
money; if you can get the money I will allow you a commission of $1,000; I am 
willing to pay 10% interest for the use of the money while I have it.” e 

Q. How long was he going to use the money? A. He said he could pay it 
back within I think thirty days or forty days; it was a short loan. 

Q. Do you remember when the interview was? A. I cannot do that, but 
T should say it would be a week or ten days before the advance was actually made. 

Q. The 11th October is the date of the letter in Mr. Stockdale’s handwriting 
connected with it, setting out what the terms were? A. Have you that letter? 

QesYes?:) Ase iMay I seeity 

Q. Yes? A. The negotiations lasted over a week. I should say from these 
two letters which are exhibit 43 that the interview, the first interview with Mr. 
Travers, would take place either very late in September or very early in October 
1906. There was quite an interval between that time and this time, because this 
letter was written when I got the $55,000 from the life insurance company. They 
were expecting interest and I wrote this letter saying he would have to pay interest 
from this date. 7 

Q. The negotiations lasted about a week? A. I should say so. 

Q. At that first interview did you substantially arrange that you would lend 
the money? A. No, I told him we could not lend the money. 

Q: You would not lend it? <A. That wecould not. —, 

Q. And the matter then went off so to speak? A. He said as I have said, 
that he would allow us a commission of $1,000 if we could arrange the loan; and I 
said I will see if I can get the money for you. That ended the interview. 

Q. Asa matter of fact how was the money when advanced contributed between 
you and the insurance company? A. $55,000 insurance company and $25,000 
from the Trust Company. 

Q. Did they get their share of the interest and their share of the $1,000? A... 
They got fifty-five eightieths of the $1,000 and the interest on their money. 

Q. I suppose it would be fair to say it was that bonus that attempted the com- 
pany to arrange the matter? A. I do not know what; I frequently am offered 
bonuses to arrange loans. 

Q. J am asking in this particular instance? A. If Mr. Travers had not 
offered that bonus, had not offered some inducement, I do not think that as an 
officer of the Trust Company I would be particularly interested in the matter. 

Q. Travers’ statement originally to you was that he had purchased notes? A. 
a he had purchased or agreed to purchase these notes from the provisional 
. directors. 
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- Q. I suppose that naturally raised a question—you are a lawyer? A. Yes, 
I still pay my fees and am in good standing so far as I know. 

Q. That raised a question in your mind as to the ability of the provisional 
directors to sell notes given for subscriptions? A. Quite. 

Q. Who was asked fo advise? A. I raised that question with him. I said, 
how can provisional directors sell these notes, and how can notes be transferred in 
this way. Of course I never considered the Bank Act before this matter arose and 
I thought it better not to do so since; I want to have my mind just as it was when 
this matter came along; and he said, “Messrs. Urquhart, Urquhart & Company 
or Mr. Thomas Urquhart had advised on the proceedings which led up to the taking 
of the notes from the subscribers and the transferring or the purchasing of them 
by him from the Provisional Board, and that of course Mr. Urquhart is a reputable 
practitioner, and I thought all right, that is a prima facie case anyway. 

Q. Did you during the negotiations at all see the minute book of the provi- 
sional directors? <A. No. 

.Q._ .To ascertain on what facts Mr. Urquhart based his opinion? <A. No. 

Q. Did you see Mr. Urquhart’s opinion? <A. I don’t think I did; I am 
quite sure I did not. 

Q. Who was called in to advise? A. I called in Mr. W. H. Hunter. 

Q. Why was that? <A. I thought, and I still think that Mr. Hunter is one 
of the best corporation lawyers we have in the profession. 

Q. Are you giving this as the reason for calling him in? A. Quite. 

Q. Was there any other reason? A. Absolutely none. He was not ac- 
quainted with Mr. Travers, did not know him from John Smith. ; 

. Q. Had he ever advised the Trusts & Guarantee Company before? A. I do 
not think he had particularly. We had had some business together, but I may say 
that my policy in the Trust Company is to try and get as many— 

Q. I do not want that? A. You want the reason why I retained Mr. 
Hunter ? 

' Q. Yes? A. The only reason was I thought he was more or less of a 
specialist, if you adopt a medical term, and I thought that by giving him this work 
that he would become friendly to the Trust Company and would reciprocate; that 
was the policy I pursued. 

Q. You did not know he had any connection with Travers in any way? A. 
He did not have. | 3 

Q. You did not know he had at that time? <A. No, I did not know it. 

Q. When you say he had not are you quite sure of that, on what do you base 
that? A. I introduced them. 

Q. Introduced him to Mr. Travers? A. He met Travers in the course of 
the— 

Q. I would like to clear up this point; who explained to Mr. Hunter what the 
transaction was or was to be? A. As I recollect my instructions to Mr. Hunter, 
of course, you are getting ahead— 

Q. When Hunter came to be consulted, who described to him what the trans- 
action was tobe? <A. I did. 

Q. Then afterwards you introduced him to Travers? <A. Yes. 

Q. What were your instructions to Mr. Hunter? A. My instructions to 
Mr. Hunter were to examine the proceedings of the Farmers Bank Provisional 
Board and to advise me whether if we loaned this $80,000 to Travers on the security 
of these notes we could have a security which we could enforce against the makers 
of the notes. 

Q. Who were you lending to? A. We were lending to Travers personally ; 
we had not recourse against the bank. 

Q. I suppose you could hardly have recourse against the bank; it was only In 
the hands of the provisional directors at that time? A. That is all right, but— 
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Q. Did you realize that you could not have recourse against the bank? A. I 
did not realize it, because it was so stated by Travers. He said he had taken these 
notes without recourse to the bank, he was borrowing on them on his own security, 
on his personal security and the soourity of the promissors. 

Q. Did he show you the notes? A. Yes. 

~ Q. My recollection is they were without recourse as against the provisional 
directors? A. Endorsed without recourse? 

Q. Yes? <A. You have them. They were returned; they were all paid in 
due course; I suppose they are in the hands of the promissors now. 

Q. You were dealing with Travers? A. Personally and exclusively. 

Q. And because you did not think that you could get recourse against the 
bank under the circumstances—A, I did not think anything about it; he said when 
he came in there was to be no recourse against the bank. He said he had purchased 
these notes and the bank were not in any way responsible for the transaction. 

Q. How did the question of recourse against. the bank come up? <A. He 
brought it up. 

Q. Volunteered it? A. Yes. I fancy when the endorsement would come 
up without recourse that there would be probably something said at that stage. 

Q. Did he have any of the notes with him? A. Not at first, no; he did not 
~ bring in the notes until I had arranged the loan. 

Q. Perhaps you could tell us a little more how the loan came to be arranged? 
A. He went away after he had offered this commission, and the next day or the 
day after I thought of the insurance company—there is no use mentioning names. 

Q. No? <A. I am here, and there is no use in spreading it any farther; 
and I went over to the insurance company and I saw the general manager and I 
told him everything that Travers had told me, including that we were offered this 
commission of- $1,000; and he said that he would lend the money. 

Q. As a matter of fact, he lent it to you and not to Travers? A. Nomi- 
nally that way, not really; what happened was, he was going to take the entire 
loan of $80,000 and he was going to allow us something out of the commission; 
that was our sole interest in it; but he telephoned in a day or two later and he 
found he could not spare more than $55,000. He said if we would provide $25,000 
his company would provide $55,000 and we would divide the commission in the 
proportion of 55 and 25. ‘That would be the transaction; and I called my Board 
together and_submitted the matter to them and they santana the loan. of $25,000 ; 
and that is the transaction. 

Q. Your Board had a report from you? A. Yes, it was done on my 
recommendation. | ; 

Q. . Was your report in writing? A. No, never is; I am at the meeting. 

Q. What did you report to them? A. I asked for authority to make the 
loan of $25,000. It seems to me I discussed it with the Executive Committee 
before; I do not do these things off my own bat. 

Q. I ask you what you said? <A. I said I thought the security was ample. 
We had Mr. Hunter’s opinion and we had the notes and I investigated the security 
and J thought it was perfectly safe; and we made the loan. 

Q. Are those two documents before you, exhibit 48, the only documents con- 
nected with the loan? <A. Yes, sir, as far as I know, except the call loan agree- 
ment which he signed; he signed a call loan agreement. 

Q. Have you a recollection of that? A. Absolutely, yes. 

Q. It has not been produced in any of the proceedings in Court, either of 
the Farmers Bank or on any of the trials, no one has suggested it till Mr, ‘Stock- 
dale was in the box? A. I will tell you why I recollect it so clearly is the 
original transaction was to be a loan just on the notes and I had some doubt as 
to whether or not the company could legally loan upon notes, by simple endorse- 
ment, and I remember very well Mr. Hunter and Mr, Travers being in my office 
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one evening and I brought this matter up to Mr. Hunter, and I said, “Now, while 
this thing may be all right, don’t you think that it would be better if we put this 
in the form of a call loan agreement?” Of course that made the loan payable on 
demand. Mr. Travers immediately objected and got angry and said that was not 
a fair deal; and Mr. Hunter spoke to him and said there is nothing in that; Mr. 
Warren simply wants to have the security in legal shape; and he said there is no 
objection that I can see to signing one of their blank form call loan agreements, 
and I am perfectly clear as to that happening because it was the first time I ever 
saw Mr. Travers angry, and I think perhaps the last, but J am quite sure that 
following that a call loan agreement was prepared and sioned by Mr. Travers pledg- 
ing the notes to the Trust Company. 

Q. And that is what Stockdale must have meant when he says the hypotheca- 
’ tion agreement? A. That is a more elaborate term. 

Q. It is the same document? A. There was only the one document. 

Q. It was just making the loan of $80,000 to Travers upon the security of 
ecrtain notes? <A. Yes. 

Q. In the ordinary form? A. Yes. Oa 

Q. We could get one of those forms in your office? A. Yow could. 

Q. Would it be in the same form as the $20,000 loan agreement? A. I 
think so. I know some years after we changed the form of the agreement. We 
had our call loam agreement revised some years ago, but I think it is the same 
form that we used at that time. 

Q. This is the $20,000 one, Exhibit 49? A. Yes, that is the form. There 
is no doubt whatever that Travers executed a call loan agreement with respect of 
the $80,000 loan on the same form as that (as Exhibit 49). 

Q. It would run the holder of so many promissory notes?. A. Yes, the 
notes would be identified. You notice that is payable on demand under its terms. 

Q. Yes? <A. I am just trying to show the situation. 

Q. What has become of that? A. I should say that, following our usual 
practice, we would hand it over to Mr. Travers when the loan was paid off. We 
' do not keep the call loan agreements after they are paid off. 

' Q. That may be so; we have been unable to trace it? A. J would be very 
glad indeed to help you im any way. 

Q. Look at this list of notes which has turned up since Mr. Stockdale was 
examined and tell me if that is the list that was made out at the time? <A. I 
cannot tell you that; I should think so. Somebody has put in green pencil. “ Trusts 
Company list”. This looks as if it were a carbon copy. | 

Q. Did you use a green pencil in your office at that time; would not that 
mdicate that you had written it on with an office pencil? A. That is not my 
writing and I don’t know whose it is. 

Q. This list of notes at all events totes up to $100,955, which is the amount 
in that letter, Exhibit 43?. A. That is Mr. Stockdale’s letter. I have no doubt 
that that is the list but I cannot identify it. | 

Q. I would like to know if you tan tell me what that $32,300 is at the end; 
it says less $32,300? A. J should say (this is a guess, but it is an honest one) 
there is a note here February 26th, 1907, “ Less list attached ”, that would indicate 
that on the 26th February, 1907, we handed over to Mr. Travers or somebody 
representing him $32,300 of this paper. 

Q. What do you say about this list; there is produced the letter of the 11th 
October, 1906, stating that you have security upon $100,955 of notes and there is 
a list totalling up exactly that amount endorsed as the list of the Trust Company, 
what do you say about it? A. I say I think that is the list of the notes. 

Q. There is no objection to marking it as an exhibit? A. I do not know 
if there is or not. 
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Mr. CoMMIsSIONER: Let it be marked. You say you think that is the list 
but do not prove it. 

" Exursir 76: List of notes left with Trusts & Guarantee Company, totalling 
$100,955. 

Mr. Hopeins: You do not throw any doubt upon it being the proper list 
of the notes? A. No. 

Q. You told Mr. Hunter to go through the provisional directors’ proceedings 
and he advised you? A. I told Mr. Hunter what I wanted to know. 

Q. Am IJ right in that? A. I do not remember telling him to go through 
anything in particular; I told him to examine the proceedings and tell me whether 
Travers had the right to pledge the notes. 

Q. Examine the proceedings?- A. I do not say I used those words. 

Q. Having told him that, did you describe the transaction to him? A. 
Just as I have told you to-day. . 

Q. You were lending on the notes? <A. Yes. 

Q. The whole question of Travers’ title to these notes? A. His right to 
pledge them. 

Q. There was nothing else in controversy ?. A Ne: 

Q. No other security, nothing else? <A. No. 

Q. What did Mr. Hunter report to you? A. Mr. Hunter reported to me 
that Mr. Travers’ title was sufficient to enable the Trust Company to proceed 
against the promissors of these notes in case of Travers’ default to repay the loan, 
and that no successful defence could be raised to an action on these notes by the 
Trust Company. 

Q. Did he give you his reasons for that? A. No. 2 

Q. Did you discuss his views? A. I did not; he was our solicitor and I 
did not. 

Q. I want to know if you discussed his views? <A. No. 

Q. Of course you explained to him that this was intended to be used to 
complete the Government deposit? A. I did not. 

Why not? <A. I do not know why I should, it was not; it was intended 
to be used to enable Travers to pay for these notes; there was nothing said— 

Q. Nothing said about the Government see by Travers to you? A. I 
do not say that; that is not your question. 

Q. Was there? A. Yes; Travers must have spoken about his Government 
deposit. 

: Q. And that this was intended to make up the balance he had to pay in? 
A. No. 

Q. Tell me what he did say? A. J have told you the $80,000 was intended 
to enable him to pay for the notes which he had purchased from the provisional 
board. 

Q. What I am asking is what was said by him about the Government deposit? 
A. He simply said he had to make this Government deposit. 

Q. I understood this was going to make up the Government deposit. A. No. 

Q. That he was going to so apply it? <A. No. 

Q. What did you suppose he wanted it for? A. It was going to be used .- 
in connection with the organization of the bank, but so far as we are concerned 
it was not going to create any Government deposit. 

Q. JI am asking whether you were not aware that he was going to use it 
in connection with completing the Government deposit? A. JI have not any 
doubt he was. | 

Q. He told you that? A. I do not think he told me in so many words. 

Q. At all events, you knew it? A. I do not say I knew it; the trans- 
action was presented in that way. 


~~ 
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Q. He either told you or did not, or you knew it or did not. I do not think 
there is any matter of difficulty? A. There is no difficulty in my mind. 

Q. What did he say to you about it? A. I would like to answer you yes 
or no, but I am afraid I cannot. When he applied for the loan I thought we would 
make the cheque out for the $80,000 and he would take it and pay it to the Pro- 
visional Board and then he would become the absolute owner of these notes, and 
when we came to make, the advance at his request the cheque was made payable to 
the Bank of Montreal in connection with his deposit for the Government. 

Q. At that time you must have known that was its destination? A. . Yes. 

Q. And the money you were lending was being used to complete the Govern- 
ment deposit? <A. Yes. 

Q. You say that was at his request? A. Yes, it was not at mine. 

Q. Did he make the request without giving the reason? A. He said it 
would save bookkeeping entries, that was all. 

Q. Was that the whole explanation? A. Yes. When; we came to make the 
advance I said to him how will I make this cheque out? He says, “ you might Just 
as well make it out to the Bank of Montreal. If I take it and give it to the provi- 
sional board they will have to issue their cheque”. | 

Q. You were naturally anxious from the Trusts & Guarantee Company’s 
point of view to get a good title to those notes? A. JI had Mr. Hunter’s opinion 
and I had the notes. 

Q. You wanted a good title to the notes? A. I had a good title to the 
notes. : 

Q. Not before you advanced the money? A. When I advanced the money. 

Q. You said the original idea was to advance it to the provisional directors? | 
A. No, I did not— ; 

Q. Advanced it to Travers so he could go up and pay it to the provisional 
directors and thereby acquire an undoubted title to the notes? A. I did not do 
anything of the kind. 

Q. Then what did you say? <A. I said the original transaction was that he 
would pay the $80,000 to the provisional board as part payment of the notes which 
he purchased. : 

Q. So as to what? A. So as to enable him to pledge them to us. 

Q. That being the view I take it that you had taken on what the transaction 
should be, was his suggestion that to save bookkeeping entries it was to be made to 
. the Bank of Montreal, sufficient reason was changed? A. Well, I do not know; 

there are two ways of looking at it. I thought it was reasonable or I would not 
have acceded to it. ; 

Q. Did you think it was reasonable or did the question come up? A. Yes; 
we frequently loan a certain amount of money to a borrower and he comes down 
and says: “ Make that payable to John Smith”; we frequently do it. 

Q. Ido not want to get into generalities; this is a transaction which was a 
comparatively large amount, of which you had full knowledge; you were advised 
that he could make good title to the note, that is what you were anxious to have as 
against the maker? A. Yes. 

Q. You think that his suggestion to make it payable to the Bank of -Mon- 
treal, in order to save bookkeeping entries was sufficient in view of your anxiety to 
get a good title? A. I was not anxious about it; and he asked me to do it and 
I did it, the same as I did many other things for him. I trusted the chap abso- 
lutely. He appeared to be a man in good standing; it never struck me to be un- 
reasonable. 

Q. Did you see the notes? A. Yes, I went over the notes. 

Q. Did Mr. Hunter report to you that the provisional directors had endorsed 
them to Mr. Travers for the purpose of raising the loan? A. I do not think it 
was as definite as that. 
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Q. Have you got a copy of the minutes of the provisional directors? A. No. — 

Q. Did you ever get any written opinion from Hunter? A. No, and I 
never got a bill of costs. ~ 

. Did you ever know as to the resolution of the provisional directors? A. 
I did not; I never knew anything about the proceedings of the bank until this un- 
fortunate matter went wrong, and then I got a lot of views. 
.Q. Were you present during any interview between Mr. Hunter and Travers 
before the loan was put through? A. Yes, several. | 

Q. What discussion took place between them, what explanation was given by 
Travers? A. I do not think there was any. My impression is that Hunter and 
Travers and I were in the office together several times before the loan was made. 
Of course Hunter’s investigation or examination took place in the office of the bank 
and he went down; (that is my recollection of it) he went down and examined 
everything that was) necessary to be able to advise us that Travers had the right to 
pledge the notes. 

Q. That is you left the legal responsibility to Hunter entirely? A. Yes, 
to Hunter. 

Q. And he did not disclose to you if he saw it, what the provisional directors 
had done with regard to the endorsement of these notes? A. No, never did, and 
I did not ask him; I do not: mean to say he was asked anything that he did not— 
if I had asked you to advise on something— 

Q. Do not please get off into hypothetical cases; you left the legal respon- 
sibility to him and he did not tell you if he knew of it anything of the provisional 
directors’ actions. Had Hunter discussed the position of the shareholders, the 
subscribers, in relation to their shares that they had subscribed for and out of 
which these notes arose with you? A. No. 

Q. Did that phase of it occur to you, that if you had a good title to these 
- notes as against the shareholders that they would be entitled to claim that their 
shares were paid up? A. I do not remember that I considered that. 

Q. Did Mr. Hunter, ever suggest that to you or discuss it? A. I do-not 
think so. : 

Q.. You say you did not look at the Bank Act then? A. No. 

Q. Did you discuss the terms of it with Mr. Hunter? ' A. No; I have no. 
interest in the bank. | ; 

Q. You knew of course that deposits had to be made with the Government 
before they could call their meeting of subscribers? A. I think I did. I should 
say so. 

Q. And that when the deposit was made the subscribers would meet and elect 
their directors? A. I do not think I knew that. 

Q. You understood that the organization—? A. Would proceed. 

Q. Would proceed? A. Probably. ; : 

Q. And the permanent directors be elected? A. I do not know that; if 
anybody asked me that now as to what the course would be— 

Q. Iam asking you, speaking of this transaction, what your knowledge was 
at the time? <A. I did not have any knowledge about the steps that were being 
taken. | 
J Q. Did you know anything about what preceded the issue of the certificate? 

tO. 

Q. Was the certificate mentioned to you? A. I do not think it was. 

Q: How did you expect Travers to repay this money within the month? A. 
He said he was going to discount these notes after he got his bank organized. 

Q. Going to get them back from you? <A. Yes. 

Q. And part of the arrangement was he was to get them back and discount - 
them and pay you off? A. Yes. 


Q. Did you intend to part with them before your loan was paid off A. No. 
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Q. How would he discount them? A. It would be coincident; he would 
probably discount part. I did not think he had not any money, you know. 

. Your money was going on deposit in the Bank of Montreal, and you 
knew it had to be returned to Travers by the Government? A. Yes. 

Q. And that would seem to be the easiest method of getting your money 
back? <A. Well, it looks like that yes, but that is not the way the money came 
back. 

Q. That was the easiest way to, get it back, to make an arrangement that he 
should discount these notes which he had found difficulty in doing with other 
banks? A. Once his deposit was made and his organization completed he was in 
a different position; that is what he says; he says he would have no difficulty in 
discounting them. That sounded reasonable to me. 

Q. Did you discuss with him getting it back out of the money that came - 
back from the Government? A. No, we were not going to get it back out of that 
identical fund. 

Q. Did you discuss that with him? A. No. 

Q. Did you point out any difficulties? <A. No. 

-Q. And he did not? <A. And he did not, and I never knew hoe much he 
had, he never told me. 
: Q. You never found how much he had to put up? <A. No, how much cash 
e had. 

Q. How much he had to put up in the Government deposit in all? A. I 
did; he put up $250,000, because he told me. — | 

. You did not know how much he had of that? A. No. 

Q. I thought you understood he was borrowing what he still required? A. 
No, I did not understand it that way. 

: : ~Q. You thought he might have to borrow the balance elsewhere? A. No, 
id not. 

Q. You did not think that? A. No, I do not think that is right to in- 

sinuate. 

| Q. Jam not insinuating? A. No, I know you are not, you are suggesting 
a . 
Q. Did you think he had to borrow money elsewhere or that that $80,000 
was all he wanted? A. The $80,000 was all he asked us for. 

Q. That is an answer to the question? A. I do not know what else his . 
needs were. 

Q. I wanted you to tell me whether you understood that that was all he 
wanted or that he was going to borrow money elsewhere? A. I do not think he 
was borrowing money elsewhere; it was never discussed. 

-Q. He told you he had been trying to get this from the bank and from an- 
other Trust Company and so on? A. Yes. : 

Q. And were not you aware that if you loaned him this money it would 
complete his organization? A. Yes, J think I would be aware of. that fact. 

Q. It was the final step so to speak ? A. Yes; he said if he got this $80,000 

he could complete his organization and go ahead with the bank and then he was 
Sali richt. = 

Q. Were.the notes deposited with you? A. According to that list? - 

OO) oese 1 An Yes. 

- QQ. Were they deposited before the issue of the cheque? A. Yes, I think so. 

Q. Are you sure? A. Yes. Well, I do not know, I have never looked into 
it, but I assume so. 

Q. Is it too long to recollect? A. I have not any recollection about it at 
all in that respect. Reese ; 

Q. Did you about that time get the ie in fact? A. Why, yes, beyond 
any question, they were the security. 
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Q. In view of the arrangement you had made, if I am right in calling it an 
arrangement, you did after that hand over notes from time to time to Travers? A. 
I do not think we handed over anything until some time in February. 

Q. Were youaskedto? A. No. 

Q. When your loan came due within a month? A. It was not paid and it 
was not due in a month; it was a demand loan. 

Q. I understand but you took that in that form, but it was quite understood 
he was to have a month, he was paying $1,000 and he was to have a month? A. 
At least, and he had three I think. 

Q. To complete his organization; assuming it came due in about a month it 
would be a little after the 11th? A. It would be, say, the 15th November. 

Q. Did he apply either at that time or say in December for his notes back? 
A. He never asked for the notes not until February. 

Q. Did you say to him “ Now, you are to discount these notes and pay me off, 
and J want that done”? A. No, I never asked him for that. 

Q. Were you conscious he was paying you back in December! A. He 
started in to pay back. 

Q. Were you conscious of that? A. Absolutely conscious. 

Q. You knew he was not discounting the notes to do so? A. He did not 
say where the money came from, he was not discounting the notes; we had on hand. 

Q. Did you know where the money was coming from? A. I did not. 

Q. Did you know then? A. It was a cheque of the Farmers Bank. 

Q. Did you know it was part of the moneys returned by the Government? 
A. I did not. 

Q. Did you ask him? A. I did not. 

Q. Do you know of any other money it could come out of? <A. No. 

Q. You knew it was not in accordance with what had been arranged as to 
the discount of the notes, I should think it would have excited your curiosity? A. 
I do not know, when a man comes in and gives me $25,000 or whatever it was, I 
take it. 

Q. You might have a feeling of curiosity to know why you were getting it 
back in a different way than you had arranged? A. I fully expected he would 
get the notes all at once; I did not know what financial arrangements he had made. 

Q. Why was the cheque given in. the way it was through Mitchell? A. 
The explanation is very simple. He came in and said, “I am going to pay you 
something on that loan” and I said “ all right”; he said “T am paying it through 
the Traders Bank,—some bank—” and he said “T do not want them to think that 
you are getting any part of their deposit, because they are going to act as the 
bankers for the Farmers Bank and I propose making the cheque payable to so and 
so, and he mentioned somebody and having that man endorse it to you”. I did 
not like it, but he had all the time been telling me of the opposition of other banks 
and of the difficulties he was in, and one thing and another and I said, “I do not 
suppose we should mind how we get this money, but if you want to do it that way, 
I would rather have it made payable to our own broker and let him endorse it over 
to us”. I remember very well, he said, “that is better, I would sooner do it that | 
way, because the Traders Bank will think I am buying some stock ”’. 

Q. We know just how it did happen-and that would quite accord with your 
evidence? A. There is no doubt how it happened. 

Q. I am not going to dwell on it; what was the point that Travers raised 
about the Traders Bank? A. They were his bankers, and if he withdrew these 
sums from the account, they would think that part of the deposit was being trans- 
ferred to us as a savings deposit. 

; Be What deposit? A. The bank funds; he was paying it out of the bank 
unds. 

Q. Funds on deposit in the Traders Bank? A. Yes. 
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Q. He told you he had got his money back from Ottawa? A. Oh yes; I 
do not remember his telling me, but there is no doubt he did tell me. 

Q. Was the arrangement as to Mitchell repeated on the payment of the 
second? A. And the third too. 

Q. Was that loan paid off in December? A. I will tell you exactly what 
happened. He paid I think perhaps either twenty-five or thirty thousand dollars 
first; I never saw any entries in our books in connection with this matter until a 
year ago last January. 

Q. There were three payments? A. He paid that say to-day, and it went 
through in the way I have said. In two or three days perhaps he paid thirty thou- 
sand dollars or twenty-five thousand dollars, in two or three days he paid the re- 
mainder. 

Q. With interest? A. Yes. When I got the first payment I took it over 
to the insurance company and paid it to them; I kept the next one, I think it was 
$25,000. He made the third payment and I think he made it—I do not remember 
exactly, but it seems to me he made it in the afternoon. The next morning he 
came down to me and he said, “ now, you have got these moneys and I find that 
the banks are fighting me very hard; I want to open for business and I want to be 
as strong as I can; you have got all your security; now I want you to treat those 
moneys that I have paid you as the property of the Farmers Bank, put them to 
their credit or its credit, and I want you to extend my loan for a few months for 
us”. “ Well’, I said, “we are not loaning this transaction ”—I felt, sorry for the 
chap» I was sympathetic, I might have been willing and I was, and I said, “JI will 
have to go over to the Life Company and see them”. 

Q. Had you paid the third payment over to them? A. No, we had written 
out a cheque to them, but it had not gone; that is what the book would indicate. 
I went over and saw the manager and told him exactly what Mr. Travers had said 
and he said it was’ getting on towards the end of the year. I asked him to give us 
back the $25,000 or whatever it was we had paid him. They said it was all right, 
but they had made their arrangements for the close of the year, the 31st December, 
and they did not want to sell anything or change anything, but that the $30,000 
or $35,000 the remainder could stand; and I spoke to our executors and_told them 
we would have to assume this deposit, that is the money that the Life Insurance 
Company had received and let the matter go on, and our people were quite agree- 
able; the entries were changed; the moneys that had been applied on Travers’ loan 
were converted into the property of the Farmers Bank and I gave him a letter ° 
setting out that from the dates these moneys had been received they were the 
property of the Farmers Bank with interest. The letter is somewhere. He said to 
me, “now, what I will do is, I will be getting in some moneys myself, and then 
T have got these notes which will be being paid from time to time and I will 
deposit in a special account to my credit, my personal credit, funds from time to 
time and these notes can; be applied in reduction of my loan until it is paid off. 

Q. His personal account with you? <A. He only had the loan account. 

Q. Was that deposit with you? A. Ha was going to open a personal deposit 
account with us in his own name or money to retire this personal loan. 

Q. How long did it, take to arrange with the Insurance Company to go over 
and see them and come back and arrange with your executive? <A. I do not sup- 
pose I discussed it with anybody except Mr. Stratton; I do not think it would 
take more than half an hour or an hour. 

Q. Was he in town that day? A. I think so. 

Q. Do you remember discussing-it with him? A. Oh I discussed it with 
him. | 
Q. That day? <A. OhTI think so, yes. 

Q. Then you were going on to say something more? A. When I look at 
the book I see that he did open the account. 

Q. In his own name? A. No. 
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In whose name? A. In the name of the Farmers Bank of Canada. 
That was not the arrangement? A. No. 

This loan you said had been a loan to Travers ? A. Yes, 

What was said by him about changing it to the Farmers Bank? A. It 
was hee changed. 

Q.. Mr. Stockdale says it was? A. I cannot help what Mr. Stockdale says. 

Q. And that he struck out certain words at the top and made it deposit 
belonging to the Farmers Bank? A. That is not the loan; [I think you are con- 
fusing the deposit account with the loan account. The loan account was opened 
in Mr. Travers’ own name and continued that way to the end of the chapter. 

Q. When was the end of the chapter? A. I should think some time till . 
about the end of March, 1907. 

Q. The end of the chapter was not on the 18th December, 1906? A. No. 

Q. On the 18th December, 1906, which was the date at which the entries 
were reversed, was the money put then to the credit of the Farmers Bank? A. Yes. 

Q. Then was Travers’ loan paid off? A. No. 

Q. Did you have both a deposit to the credit of the Farmers Bank and the 
loan outstanding? A. A loan to Travers. 

Q. Outstanding ? A. Yes. 

Q. The eine paid went to the credit of the Farmers Bank and who did — 
the notes belong to? A. Which moneys? 

Q. The moneys which had been paid in those three payments to-you? A. 
Yes, they had been first applied to Travers’ loan. 

At Mr. Hodgins’ request, the reporter reads the second question above: The 
moneys paid went to the credit of the Farmers Bank and who did the notes belong 
to? A. That is a beautiful question. 

Mr. HettmutH: ‘That is a double question. 

Mr. Hoperns: All right, split it up. 

Mr. CoMMISSIONER: Go on and answer the question? A. The situation 
was when these three payments came in they were applied on Travers’ loan, and 
Travers came to me subsequently, these credits were taken out of Travers’ loan 
account and were put to the credit of the Farmers Bank of Canada and the moneys 
represented by those three payments betame a deposit of the Farmers Bank of 
Canada, and then the Travers’ loan went back to the condition it was in before 
the payments were made. 

Mr. Hopeins: Whose were the notes? A. They were Travers’ notes. 

Q. In your possession? <A. Yes. 

Q. As taken in hypothecation? A. We had not given up our hypothecation. 

Q. You did not take any new one? A. No. 

Q. I suppose you thought it a little peculiar that just the day after he paid 
the thing off he should want to put it on back in a different form? A. Yes. 

Q. Were you satisfied with his explanation? A. Yes, or I would not have 
given the letter. 

Q. What did you know about Mr. Knight coming up? A. I do not think 
I knew anything about Mr. Knight. 

Q. Did he tell you Mr. Knight had been there worrying him? A. I-do 
not think so; his language was general; he said he was going to open the bank 
and the banks were making trouble for him and he wanted to open strong. 

Q. Did not he hint in any way or suggest that the Canadian Bankers’ Asso- 
ciation were giving him trouble and he wanted to show them that? A. I do 
not think he was at all specific. My impression is—it is a long time ago—my 
impression is he just said he was going to open up and the bankers were making 
trouble for him or were going to make trouble or were liable to make trouble and 
he wanted to open strong. 


L000 
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Q.. Is this letter I show you a copy of the letter, your original was dated 
December 18th (Exhibit 56)? A. I think that is a a eaaaps of the deposit 
receipt that I gave him. 

Q. He took it away with him? A. Yes. 

Q. You got nothing from him in writing? A. I do not think so. You 
see the transaction reverted to its original form. 

Q. Was that a usual sort of thing to do? <A. No. 

Q. Suppose he afterwards denied and said he paid it and you had no claim 
on him, no claim on the notes, where would you have been? A. We had the 
notes. 

Q. Suppose he made that claim? A. I never thought of that; I never 
thought of Travers in any way but as an honorable man; he never made me @ 
promise he did not keep. 

- Q. Even with honorable men you would take some document of some kind 
to indicate what the transaction was really? A. I had the notes and the trans- 
action. showed. | 

Q. That is all you can tell us about it? A. Yes. 

Q. You won’t go any further as to what he said to you about Knight or the 
Canadian Bankers’ Association? A. I cannot say anything more than I have 
said. 

Q. Had he borrowed more money from you than $80,000 up to that time? 
A. He had borrowed $20,000 some time later in October. 

Q. What was that for? A. Between the time of our loan or the first loan 
of $80,000 and the second advance the Ontario Bank failed, and that upset every- 
_body’s calculations for a time. He came to me, I should say perhaps two weeks 
after the $80,000, I don’t know exactly, and he said one of his subscribers had 
promised him $20,000 in cash, and I think he said his name was Devean, I am 
not sure, but I think so; he said Devean had subscribed for the stock and he had 
a lot of securities which he expected to sell and was going to sell, but on account 
of the failure of the bank he could not market the securities at the present time. 
Travers said he had arranged with Devean to take the securities over and that he, 

ravers, would pay up Devean’s subscription in full, he borrowing the $20,000 on 
the securities himself, and he brought me in, I do not know what they were now, 
I think they were some Canadian— ) 

Q. It is all set out in that loan agreement? A. Yes; and we loaned 
$20,000 on the security of that stock. 

Q. Who did you loan it to? A. To Travers. | 
: Q. Both these loans appear to have been specifically to Travers? A. There 
is no doubt about it. 

Q. You had a purpose in that? A. What do you mean? 

Q. I mean it was intentionally loaned to him so that it would appear not to 
be loaned to anybody else? A. I do not know, the loans were applied for by 
Mr. Travers, the security was provided by Mr. Travers, and I looked upon the 
loans to Mr. Travers personally and not to anybody else. 

Q. How did it come the $20,000 cheque was payable to the Bank of Mont- 
real? A. At his request, just the same as the $80,000. - 

Q. What excuse did he give for that? A. Just the same. 

Q. To save bookkeeping entries? A. Yes. 

Q. Did you accept that excuse? A. I did. 

Q. You got, I think, on that loan some stock and also some notes? <A. Yes. 

Q. Were any of those notes to the provisional directors, do you remember? 
A. J do not remember, but I think so; I think they were part of the notes—I 
do not know—I imagine they were. 


Q. Did Mr. Hunter advise on that? A. No. 
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Q. You took that on your own responsibility? A. I loaned that on the 
securities other than the notes; I think the security was ample without it. 

Q. Some shares in the Dominion Permanent, you knew their value? A. [ 
investigated into the security and I thought it was ample. 

Q. That you knew was going to complete the deposit with the Government? 
A. It was going to make up the deposit; I do not know whether it was going 
to complete it. 

Q. He explained he was unexpectedly short? A. No, he did not say that; 
lie said this man had unexpectedly failed to pay him $20,000 and this was the 
way he was going to get it. 

Q. You loaned him another sum, $2,380? <A. Yes. 

Q. He was at the end of his resources, I should judge, because he pledged 
you his life insurance payable to his wife? A. I do not know whether he was 
at the end of his resources, I should not have been surprised that he had been; 
he had quite a task; I would not have been surprised if he was getting a bit short 
about then. 

Q. Did he apply for the $2,380 loan? A. I think so. 

Q. Did he explain its purpose? <A. Yes. 

Q. What did he tell you? A. He said Mr. Laidlaw was making trouble 
for him among some of the shareholders up there in Halton, and he proposed to 
meet the situation by taking over some of the shares of the people who Mr. Laid- 
law had influenced against him and he needed this much money, I think, to take 
over the shares of the people who were discontented. 

Did Mr. Hunter advise in that matter? A. JI think he did. 

For the Trusts & Guarantee Company? A. Yes. 

Why was he called in then? A. I do not know. 

He had not been in the $20,000? A. I do not know, I cannot tell you 


COOL 


that. 
. Was it not for fear of litigation that Laidlaw was bringing, that made 
you anxious? A. I never was afraid of Mr. Laidlaw. 

Q. Iasked you if you were afraid of the litigation he was bringing? A. No. 

Q. Why was Mr. Hunter retained? A. I do not know except that he drew 
the assignments of the security, and I do not know why he was not retained in 
the $20,000 matter except for the fact that we had these other securities. 

Q. I suppose you realized that Mr. Laidlaw’s litigation if it went on would 
prevent the organization of the bank? Did you inquire about it? A. I did not. 

Q. Did you see the writ? A. I did not. 

Q. Who did you leave that to? A. I did not have anything to do with it; 
the writ was not against me. 

Q. Did you leave that to Hunter? <A. No. 

Q. What were his instructions? A. He had not any from me. 

Q. Was he acting for you? In that action? 

ON Neer eA No: 

Q. In connection with that loan? A. $2,380? Your question gave me 
the impression you meant the writ. He had no instructions from the Trust 
Company or from me in respect of the Laidlaw action. 

Q. Not even to look into it from your point of view? A. No, he did not 
have a watching brief. 

Q. J am not speaking of brief at all; it was litigation that was tying up 
the organization of the bank and you were lending money to get rid of it, and 
I suppose you instructed him to—? A. We did not lend the money to get rid 
of the litigation. Mr. Travers said Mr. Laidlaw had made him a proposition, 
that if he, Laidlaw, was made the solicitor for the bank that his difficulties would 
disappear. I did not ask Mr. Laidlaw anything about it, but I saw the difficulty. 
Mr. Travers told me he had refused to make terms with him, and he wanted to 
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borrow a few thousand dollars to get rid of the shareholders who had become dis- 
gruntled through Laidlaw’s interference. 

Q. That would have been no interest to anybody if it had not stopped the 
organization of the bank would it; did you understand that it was standing in 
the way of the organization of the bank? A. I did not. 

Q. Did you understand Travers’ anxiety to get the money? A. He did 
not seem to be very anxious; he wanted to fight Laidlaw, he wanted to kill 
Laidlaw. 

Q. Notwithstanding he pledged his life insurance he did not seem anxious 
to get the money? A. He wanted the money; I did not see any anxiety about 
him particularly. 

Q. This was an ordinary business transaction as far as you were concerned ; 
he was quite calm and not excited about Laidlaw? A. He was quite calm about 
_ the transaction, but he was not calm in regard to Laidlaw. 

Q. Did he say to you that Laidlaw was making charges which would pre- 
vent him getting that certificate? A. No. 

Q. He did not give you any cause of anxiety at all? A. Not the slightest. 

Q. You just lent the money? A. Yes. 

Q. Did you know that he was so anxious that before you had advanced the 
money he had actually sent out there to buy them off—the transaction took two 
or three days to go through? A. I do not remember that. JI have no doubt 
he sent out to these shareholders in some way or another. Mr. Watson was acting 
for the bank in that matter. 

Q. I understand your evidence to be that nothing in his manner or in what 
he said to you indicated that he was at all afraid of the result of the Laidlaw 
action? A. He did not give me that impression. 

Q. He was mad at Laidlaw himself? A. Yes. I do not want anybody to 
think that I condemn Mr. Laidlaw for anything; I am just telling you what Mr. 
Travers said to me, because, so far as Mr. Laidlaw is concerned I have never: had 
anything but satisfactory business relationships with him. 
| Q. You did not instruct Mr. Hunter to see the action was properly got rid 
of? <A. No, Mr. Hunter did not act for us at all in that. 

Q. Just in putting. the loan through? A. Except in that respect. 

Q. My recollection of Mr. Hunter’s evidence is a little different from that, 
but I am taking your recollection now? A. I am giving it to you to the best 
of my recollection. 

Q. Did you meet Mr. Hunter and Mr. Travers down in Mr. Watson’s office 
at night? <A. I think I did; I think J was over there once. 

Q. In connection with this suit? A. I think go. 

Q. How do you make that agree with what you say, that you were taking 
no interest in the suit and did not instruct him to see it.was got rid of? A. I 
do not know I am sure; I have a recollection of having been in Mr. Wafson’s 
office in connection with it, but I have no recollection of what occurred, and I 
did not feel I was interested in the matter at all except to still further help 
Travers in his necessity. 

Q. ° Had you more than one interview at night? A. You mean with Watson? 

Q. Yes? <A. I do not think I ever had an interview with Watson at night; 
I think it was in the day time. 

Q. Who was with you? A. J think Mr. Hunter, and that is all; I am 
not sure. 

Q. Was the action discussed? A. I think Mr. Laidlaw was more discussed 
than the action. 

Q. Or Mr. Lindsay was? A. I do not think so; my recollection is I never 
met Lindsay until we both attended Colonel McLennan’s funeral at Williamsburg ; 
1 did not know him. 
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Q. Mr. Hunter says his recollection is he met you, and Mr. ‘Travers and 
Mr. Lindsay, and he discussed the matter; “the question came up who should 
act and I advised them to go to an independent solicitor and they went”? A. 
I think I have somewhat. of a recollection of Mr. Hunter saying to me that he 
did not propose to act for the Farmers Bank in connection with this matter. He 
had been acting for the Farmers Bank; after the loans went through he was 
retained by Travers and had been acting for the bank in the interval, and my | 
recollection is that he told me that he did not propose to act for them in connec- 
tion with this matter. He would tell me that I suppose in connection with the 
loan going through; I know, as a matter of fact, that Mr. Watson’s firm acted; 
the record will show. 

Q. Mr. Hunter was asked about this litigation this question (page 278): 
“That was awkward litigation both for the Trusts & Guarantee Company, who 
had arranged the loan, and for the Farmers Bank, was it not? <A. J could not 
speak as to the Farmers Bank, but 1 should not think it would be awkward as 
far as the Trusts & Guarantee Company are concerned; it was a question of 
whether they had their security or not. 

“Q. Was not your security attacked in that action? A. I do not think so. 

“Q. Was it not impeached? A. I do not think so. The Trusts & Guar- 
antee Company were not a party to the litigation.” You had only the one inter- 
view as I understand it? A. With Travers. 7 

Q. With Travers, Lindsay and yourself? A. I do not recollect Lindsay 
being present; I do not recollect Travers being there, but my recollection was 
that Hunter and I had some interview with Mr. Watson. 

Q. That, however, you think with Mr. Watson you had in the day time? 
A. I think so, but I do not want to be too positive. 

Q. I think it is Lindsay who gives the account of it, of a meeting at night 
between himself and you and Travers, and then going down to Mr. Watson’s office ; 
I do not think it was at night, I think it probably was the next day; would that 
occur? A. No, I cannot remember meeting Mr. Lindsay at all; he does not 
appear in the landscape at all to me until long after. | 

Q. He did keep in the background more or less? A. I did not put him 
there. ; 
Q. With the reversal of that entry in December the 18th, the loan to Travers — 
was still left outstanding, according to your contention? A. Yes; it was then 
it became $35,000 from the insurance company and $45,000 the Trusts & Guar- 
antee Company. 

Q. You appear to have been paid off, if one may speak of it in that way, 
some time during the early part of the following year of 1907? A. I think it 
was some time in March, some time about the end or middle of March; I do 
not know except from looking at the books. 

Q. According to the books, there was a deposit account opened in your 
books in which the Farmers Bank made deposits? <A. Yes. 

Q. Were they ordinary deposits or deposits of Farmers Bank circulation? 
A. They were ordinary deposits, as far as I know, I did not know anything about 
the deposit of circulation until long after. 

Q. Anyway, it appears to have run on tiJl I think April the 8th? . A. I~ 
do not know. 

Q. Mr. Stockdale was examined and he gave us the details of it? A. He 
is an accountant and I am not. 

Q. Were they actual déposits made? A. Oh, yes; that is as far as I know. 

Q. Deposits made with you and then were cheques given? <A. Yes, you 
mean cheques drawn against it? 

Q. Yes? A. But I think those cheques should have ie charged against 
the deposit account that was made up of those three entries. 
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Q. What cheques are you speaking of? A. ‘here was the loan account, and 
there was the original deposit account of the Farmers Bank made up of those three 
cheques which you call reversed entries and then some time in January a third ac- 
count was opened up, Farmers Bank deposit aecount, and in that account various 
amounts were deposited, and then cheques were drawn by the Farmers Bank on the 
Trust Company; those cheques were charged up to that third account; I think they 
should have been charged to the deposit account because I have said this third ac 
count was to have been opened as I understood Travers, in his name, and he was 
to put moneys in there from time to time and as they accumulated they were to be 
applied on the loan until it was wiped off. 

Q. It would seem to me that in that case the cheques upon that account weralit 
have been the proper way of paying off his loan? A. ~No. 

Q. And that was the system adopted? A. No, he withdrew his deposits; 
I never saw these accounts until— 

Q. He did not withdraw his deposit in the sense of withdrawing a cheque 
against that and getting it out? A. No, I can only tell what I had in my mind. 

Q. You think the cheques should have been charged to a different account 
against deposits? A. It would have left the balance just the same. 

Q. The coincidence of course is, it makes up just the exact sum that was re- 
quired—A. Yes. 

Q. Can you throw any light on it atall? A. No. 

Q. Who had to do with the chequeing as between the Trusts & Guarantee 
Company and the bank? A. I do not know. 

Q. Were you ever consulted about it. .A. No. 

Q. Did you know anything about the amount Travers was depositing in that 
account and the amount of cheques he was giving? <A. No. 

Q. Or to their application? A. No. 

Q. Whoknew? A. I donot think anybody knew anything about it till the 
end of March when they came down and cleaned up the whole transaction. 

Q. He was making deposits and then drawing a cheque against it and having 
it applied in a certain way; who would know about that? A. It was not applied 
at all. 

Q. Then you think nobody would know anything about it? <A. If the man 
has an account with us and deposits moneys and draws cheques against it that is 
the ordinary course of business. 

Q. Who would know that ordinary course of business? A. I do not think 
anybody would unless somebody wanted an overdraft and then they would not get it. 
- Q. Nobody but you and Stockdale would know anything about that account? 
A. We would not know anything about it only when he tried to draw a cheque 
and we did not have the money; it would only happen in such a case and then the 
ledger keeper would come to us. 

Q. Were any instructions given in the office as to the account? A. Take in 
deposits and pay out cheques, to that extent; those are general instructions. 

Q. Was not the understanding that he was to open a deposit account in his 
own name and that was to pay off his loan? A. I thought so. 

Q. You gave your instructions that money would be received and cheques paid 
on it? A. Not specifically; those were general instructions. 

Q. So that there were no specfic instructions which would carry out the ar- 
rangement between you and Travers? <A. Absolutely none. 

Q. Apparently what was done would indicate the way in which the trans- 
action took place between those who dealt with it? A. I do not think there is 
anybody, to be perfectly fair, I do not think there is anybody in the Trust Company 
knew anything about these accounts after the time that the special deposit account 
was opened for the Farmers Bank. 


Q. Did you look into the books at any time? A. Never. 
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Q. Did you know when he paid out of the so-called deposit? A. I think I 
was in the office in March when he came in and gave a cheque and cleaned up the 
three accounts or four accounts at once, whatever they were; but I cannot recollect 
what occurred. 

Q. Did he pay them over to you? A. I do not think so; I think he paid 
them off downstairs. 

Q. What arrangements were made by Travers as to deposits to be made by 
you in the bank; there was a matter of fact deposits made by the Trust Company in 
the Farmers Bank.- A. Yes. 

Q. Were they accidental or was there any arrangement made before the de- 
posits were opened? A.. I do not remember anything special; there is not a bank 
in town that does not solicit us for some of our money. 

Q. Iknow? A. I cannot remember anything special except I have no doubt 
he asked if we could not deposit some of our moneys there. 

Q. Was there any arrangement made as to the rate of interest? A. Yes, 
there was an arrangement made whenever the deposits were made. 

Q. Who was that made by? A. Between Mr. Travers and myself. 

Q. What was he to allow you? A. I cannot remember; the entries will show 
for themselves. : 

Q. Whatever the interest is calculated at? <A. Yes. 

Q. There was an arrangement anyway that the usual rate of interest, I sup- 
pose, should be allowed? A. Weare having a little difference; it has not assumed 
a serious condition as to what interest we should allow on deposits; you are not deal- 
ing with that— 

Q. I say what interest did you get from the Farmers Bank? A. Whatever 
the account shows, that-is what we got. 

Q. Is that according to the arrangements? A. Yes. 

Q. You deposited some moneys belonging to the Hamilton Estate? A. No, 
there was no Hamilton Estate, it was liquidator’s money. 

Q. The Hamilton liquidation? A. Yes, we have accounts with nearly 
every bank in town; I want to make it clear we did not make any exception in the 
case of this bank. We have to put liquidator’s money in a chartered bank; we 
spread our favors around in order to get reciprocity. 

Q. What was the interest in that? A. I think we.were to get 3%. 

Q. Does that belong to the company or to the trust? A. It belongs to the 
creditors. 

Q. What would come to the Trusts Company itself would be the interest—? 
A. On the open account. 

Q. That is the case? A. That it is only on open account? 

Q. Yes? A. And possibly some of that would be some trust money on 
which we would have to allow interest. - 

Q. Contemporaneously with the opening of those accounts was there any ac- 
count opened by the bank with you? A. I do not know; I do not think it is 
contemporaneous. 

Q. Just about the same time? A. I do not know. 

Q. What arrangement did you make with regard to circulation with Travers? 
A. That was long after, was it not? 

Q. After what? <A. After the deposit account was opened; I am not sure; 
T will tell you what the arrangement was: Mr. Travers said to me frequently that 
he was having trouble getting his circulation out, keeping his circulation out a 
normal length of time. He said the other banks were unfriendly and that they 
were in the habit of instructing their branches to send Farmers Bank currency in 
to Toronto the minute it was received, and then they would combine and throw a 
large amount of circulation at him through the Clearing House. I do not think 
at that time but subsequently he told me they opened the Clearing Hovse especially 
for him one Saturday, hit him for $35,000. 
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Q. Mr. Fielding said the Bankers’ Association took him and welcomed him 
in their arms? A. I am-not responsible for what Mr. Fielding said on any sub- 
ject. We have no currency of our own, no Trust Company can issue currency, but 
our customers, people having deposits with us come in and draw funds and we were 
in the habit of carrying from $5,000 to $10,000 in cash in our tills so as to pay any 
cheques that were drawn on us; and having told me of his difficulties with the other 
banks, he said “ You can help me here without hurting yourself.” He said, “ You 
can pay out at least a part of your withdrawals with Farmers Bank notes.” I said, 
‘‘ All right, glad to help you.” 

Q. What help did he indicate that would be? As I understand his trouble was 
the circulation was coming back too quickly through the Clearing House? A. Yes. 

Q. How were you helping him in sending out his circulation? A. When 
we paid it out it did not go into a bank ordinarily. This was his explanation to 
me, it would go out to John Smith who was a grocer and he takes it up to his store, 
and he pays it in change to his customers, and they go down to another store and it 
stayg out for five or six weeks before it gets into the Clearing House, and he has to 
redeem it then. Do you understand the Clearing House? 

Q. Yes, sufficiently for this purpose. What was the difference between the 
circulation he would pay out over the counter and that which you would pay out 
over your counter. A. No difference at all, except that the volume would be in- 
creased by the amount that he would pay out. 

Q. That is more circulation would go out through you? A. Yes, and if he 
had five or ten thousand dollars on deposit with us he could draw it at any moment, 
which he did; and then on the other hand being in that position he could lend some 
of the funds, specie and legals and one thing and another which he had in his own 
treasury at 6 or 7%, relying on being able to get the five or ten or fifteen thousand 
dollars if he needed it. 

Q. In other words the circulation which was deposited with you was put to 
the credit of the Farmers Bank in your books. A. It was. 

Q. And you made use of it? A. Certainly. 

Q. That account would be a credit account to the Farmers Bank? <A. Yes 

Q. And they could send down and draw on you? A. Yes, draw on us, and 
we would give them a cheque on the Bank of Montreal, or we would get legals. 

Q. I quite understand the benefit of depositing with you in that way? A. 
Yes. | 

Q. Have you explained all he explained to you about the alleged benefit by 
your admitting circulation? A. I think so; it is generally supposed a bank has 
a decided benefit in being able to have circulation and circulate it. I think the 
banks would be very sorry if that privilege were cut off. 

Q. They have not got far enough to say there is benefit from circulation 
when some one else comes in between that they deposit it with? A. I think they 
have. 

Q. However, I do not want to discuss that with you? <A. Very well. 

Q. What arrangement was made with regard to the interest you would pay 
on the deposit the Farmers would make with you? <A. I think we allowed them 
21% or 3% 41 am not sure, but our books show. 

Q. Mr. Stockdale says that lasted only for a short time? A. It lasted for 
quite a considerable time. 

Q.. How long? A. I do not know; the books will show. 

Q. Just as long as the books show? <A. Yes. 

Q. He was professing to speak from the books? A. Very well. 

Q. My recollection is he said there came a time when the arrangement was 
done away with? A. I went to Mr. Travers and I said “this account of yours 
is a little too liquid, it is moving too fast, you come down and want five and ten 
and fifteen thousand dollars sometimes and we have to be ready to give it to you. 
If you had your account with any other bank you should not get any interest on 
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it”. He said, “no, I would not”. I said “why should we pay you interest” ? 
He said, “I don’t think you should”; and the interest had ceased. 

Q. What do you mean by the account being too liquid? A. I mean to say 
the payment of interest on the deposit is really based upon the depositary having 
the use of the money for more or less permanent period. If the money comes in 
to-day and goes out to-morrow or goes out the next day, or if the balance is not 
settled or more or less permanent, there is no benefit from acting as a clear storage. 

Q. The money did not go back to Travers the next day? A. No, the cir- 
culation never went back, but when he would come down and ask for ten or fifteen 
thousand dollars and we gave it to him in legals, it kept this balance bobbing up 
and down and what T wanted was ten or fifteen or twenty thousand dollars as a 
permanent balance or more. - 

Q. -And this conversation could not have occurred until he commenced to 
draw out considerable sums every few days? A. I do not think that, it would 
depend on how much he would have, 

Q. The state of the account generally is this, that these deposits which ran 
at $500 and $1,000 a day would start in and continue and there were only a couple 
of cheques during the year drawn against that? A. I do not know; that was 
the conversation I had with him. 

Q. Can you place at all when that was, because the account towards the close 
of the bank’s career commenced to get pretty active? A. I may say I was not 
in the Trust Company at all scarcely; I was away entirely from about the middle 
of February to pretty well on to the end of March, 1910, and I was away practi- 

cally from the 1st June to the end, of November, in the same ea at some special 
work in the West. 

Q. This circulation deposit account commenced in J anuary, 1909, you were 
there all during 1909? A. Well, I am not seeking to avoid any responsibility 
and I think the arrangement was made before February of 1910, under which the 
rate of interest was taken away. 

Q. Would it not be shortly before that? A. Of 1910? 

Q. Yes? <A. That is my impression; my impression is that account ran 
with interest from the time it was opened for a matter of seven or eight months, 
but I am not sure. 

Q. Do you remember the occasion of getting the account changed into the 
form of a deposit receipt? A. Do you mean $120,000? 

Q. Year A. ¥Xes, D-do. 

Q. Would that throw any light on the date at which you have had this con- 
versation with Travers? A. No, I do not think so; I think it was quite con- 
siderably later. 

Q. When the books show that interest ceased, that would be about the date ~ 
of the conversation? A. Yes, I think so. 

Q. And at that time the reason you gave him was that his account was too 
active, he was drawing too much out of it in legals? A. Not in legals; he was 
drawing on it. ; 

Q. What did you give him? A. I gave him a cheque on the Bank of 
Montreal. 

Mr. COMMISSIONER: That is plain; he was not leaving a marta balance 
enough in the company; what is the use of elaborating it? 

Mr. Hoperns: Asa matter of fact he was leaving it. 

Mr. COMMISSIONER: That is what Mr. Warren’s, evidence is? A. Yes 
that is my evidence. 

Mr. Hoperns: During 1909, of course, you were using the circulation, pay- | 
ing it out over the counter and getting the benefit of it that way? A. Yes, 
partly Farmers Bank and partly Bank of Montreal. | - 

Q. Before you went away in February, 1910, did you realize that your 
deposit account with them and theirs with you were just about equal? A. I! 
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never realized that; they were never interdependent in that way; I do not think we 
disturbed our deposit account with them at all, and theirs was bobbing up and 
down all the time. 

Q. Are you speaking of your own knowledge? A. No- I am not; that is 
just the impression I have got. 

Q. If I showed you the entries in n the book could you tell me anything about 
it? <A. No, they are accurate and what I am giving you is my impression; I 
never saw the books or the entries until— 

Q. You say they were not interdependent in any way? A. Yes. 

Q. There was no understanding that one should be kept about equivalent to 
the other? A. No. 

Q. Is there any explanation for Hie fact that they were more or less so, and 
that the entries appear occasionally to be related, one to the other? A. I do 
not know of any explanation; I do not know that what you say is the fact; if it 
is it is a mere coineldence. 

Q. Iam asking you if it is so, oa othe? you can throw any light upon it with 
regard to their depending one upon the other? A. No, there was no inter- 
relationship like that. 

Q. To whom would I apply to know if there was any relationship between 
the two? <A. Nobody, unless to-me or to Mr. Travers. 


-Q. You and Travers? A. JI think so. You see he and Stockdale were 
never very friendly, and the business was usually done between him and me. 

Q. Did you then keep any track by looking at the books from, say, month 
to month or six months to six months, how the account stood, how much he had 
with you and how much you had with them? A. No, I never checked him up; 
1 thought he was an honorable man and I trusted him absolutely. 

—  Q. Of course you would not want to deposit too much there? A. We would 
not deposit any more with the Farmers Bank or any less than with any other 
institution. J did not look up that bank then in any different position: than any 
ether chartered bank. 

| Q. Would you want to know how much you had with them? A. I would 
get statements, as I usually did, of the amount of moneys we had deposited with 
different financial institutions ; but I did not differentiate so far as the Farmers 
Bank is concerned. 

Q. Then you did not get any details of how much they deposited with you 
and how much you deposited with them? A. No, nor with any other account; 
there was no difference. 

Q. Was your attitude all through that this bank was perfectly solvent? A. 

_ Absolutely. 

Q. Absolutely satisfactory? A. Absolutely. 

Q. And nothing that Travers said or did threw any doubt in your mind on 
Me ae Fis PND,” Ot ee contrary many things that he said and did confirmed me in 
that idea. : 

Q. You were friends, were you not? A. We became financial friends; I 
had never met him, but when I have business relations with anybody and trust 
him I am his friend. 

Q. Did you go into any dealings with him? A. No, never made five cents 

- out of the Farmers Bank. 

Q. Accounts. ran on in that way and you finally lent him some $75,000? 
pan eS, , 

Q. Was that the first or was it $100,000 first? A. That was the first. 

Q. Which? A. $75,000. 

-Q. What was his need of that? A. He had a branch at Haileybury; he 
said the Traders Bank sort of seduced his manager and moved the manager and 

the. deposit accounts practically bodily to the Traders Bank in one day, and he 
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was called on to meet quite a large sum of money unexpectedly. He said he had 
plenty of money out on call with brokers and others and he did not want to call 
it, because he did not want to give anybody the impression that he needed any 
money at all, especially in view of this; he called it piracy, IJ think he said some- 
thing like that; and he said he wanted to arrange the loan of $75,000 on security 
of, 1 do not know how many shares, of American Piano preferred, which was a 
stock selling at, it had always paid 7% interest and sold at somewhere between 
90 and 95. He said he did not want all the money; he could take care of a large 
~ part of any turned on him, but he wanted to have it there so as to draw on it if 
needed. 1 consulted with our people and they agreed to make him a loan, and 
we took the security and made him the advance. 

Q. Cash advance? A. $75,000 loan, that was the first loan we made to 
the Farmers Bank. 

Q. That was a cash advance? A. That was an ordinary business trans- 
action, cash advance, and that was the explanation he gave me. I found out it 
was so. Mr. Stratton was connected with the Traders Bank. I told him that the 
action of the Traders Bank in doing a thing like that was not—well, there is no 
use mentioning further. 

Q. Mr. Stratton was a director of the Traders Bank? A. Yes; he did 
not know anything about it. I found out what Travers had said was absolutely 
true. | 

Q. Was that before the deposit receipt for $120,000 was issued? A. I 
think so; I would not be sure; the dates speak for themselves. 

Q. What was the next loan? <A. The next loan was a loan of $100,000, 
with which I had very little to do. 

Q. Who had to do with that? A. I may say from the ist June, 1910, I 
had for some time very little to do with the management of the Trust Company. 
T undertook an agency matter of very considerable importance in the West, which 
necessitated my being out there a good deal, and I was only in the Trust Com- 
pany at very short intervals; in fact, that is still the condition. 

From the Ist of June till when? A. Till the present time. I left 
Toronto on the Ist June, 1910, and I returned, I think, on the 7th or 8th July, 
and | was at a meeting of the company I was interested in on the 8th or, 9th or 
10th in connection with getting out of some securities, and at some time in July 
Travers came to me—I was over at Niagara having a game of bowls; and I got 
back and I went to Muskoka and I took a little bit of a rest—I had not had one 
for four or five years, and Travers came to me some time I think about the 20th 
of July. He said that the Home Bank had made a wild and unprovoked attack 
on him down in Lindsay; they had seduced his manager; the manager had moved 
out with I do not know, eighty or ninety thousand dollars of deposits, and while 
he was in his employ he had got cheques signed by all the depositors and the first 
thing he did after he left was to present those cheques and forced Travers to meet 
some eighty or ninety thousand dollars of deposits without any notice or without 
any warning or reason. He said he had plenty of money; he was in good shape, 
but he said a thing like that did not do the bank any good; that he proposed 
taking proceedings against these chaps, for I do not know what, conspiracy—con- 
spiracy is a charge you can make pretty nearly against anybody—and he said he 
wanted to get that loan of $100,000 so as to feel that no matter what came he was 
all right. He brought in, I think, $200,000 or $250,000 of Farmers notes, and 
told me he had three-quarters of a million more out in his different branches. 


Q. That would be a million altogether? A. Yes. I remember he said he 
had three-quarters of a million more out among his branches, and he wanted to 
get this loan, and he said later on he proposed to borrow $100,000 on the security 
of the bonds of the Keeley Mine. This must have been pretty well towards the 
end of the month, because I had a talk with Mr. Stratton about it, and we verified 
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his statements as to what had happened down in Lindsay, and we agreed to help 
him; there was not any absolutely definite arrangement about the amount or any- 
thing, at least I do not think there was; at all events, we had the notes. 

Q. Did he give you a quarter of a million of Farmers notes? A. Yes. I 
never examined them; he said they were that in a bundle. 

Q. He gave you the bundle as security for that $100,000? A. Well, no, 
as security for this loan—wait a minute—we gave him credit; Mr. Bicknell’s firm 
was preparing the bond mortgage on the Keeley Mine. 

Q. Do you say he offered you Keeley Mine as well? A. Yes, he said he 
would give us these bonds as well. Mr. Bicknell was preparing the bond mort- 
gage. Travers had told me that they did not have any money in the Keeley 
Mine, but they were acting as sort of financial agents for it, and any advances 
they made were secured by a very large cash deposit and in addition to that the 
bank had received as a bonus for introducing the business some two or three hun- 
dred thousand shares of the stock. 

‘Q. This was all moonshine as it turned out afterwards? A. I do not know 
that it is fair, to call it even moonshine—it is not fair to the moon. We gave 
him the credit and then he came long about the Keeley bonds. 

Q. You gave them credit? A. We agreed to make the loan on the notes, 
you see. : 

Q. Did you put it through? A. I think'so, the books will show; the 
bonds were not quite ready. 

Q. Was the'loan made upon the notes? <A. Yes. 

Q. Irrespective of the Keeley Mine? A. Yes, irrespective of the Keeley 
Mine, because Mr. Bicknell had not the bond mortgage through at ‘that time. 

Q. Was it intended that the Keeley Mine bonds should secure that same 
loan? ‘A. He-said so; it was not anything definite at that stage. 

Q. Travers needed money urgently? A. No, I do not think so; I do not 
think the books will show that he drew that'$100, 000 for a long time. 

Q. I thought he had to meet those eighty or ninety thousand dollar with- 
drawals? A. “He had resources. 

: Q. You think it was not drawn until a long time after the amount was 
put to his credit? A. Some of it’ was, but some of it was not for a long time. 
Soon after the first of the month, I was going back; he came along and,'I “do not 
_ know whether it was before, I am not ‘clear on the date, but I will give you the 
fact, he came to me then and he said to me, “I would like to’ borrow this $100,000 
on the Keeley bonds”. He said, “ We are’ making some advances now to the pro- 
perty; I have refused an offer—I do not know whether it was six or seven ‘or eight 
hundred thousand dollars cash for it—and I am'going to get a couple of millions 
and you have the security, you have these notes”, and he intended that we should 
hold the notes. I said to him, I told him my position in the matter, I was out 
of the active management of the company and “J think you had better go down 
and see Mr. Stratton about this, I do not care to take the responsibility of initiating 
this application ; I won’t oppose it if it is put through, but you had better go down 
and see Mr. Stratton and ask him about it”. He went down one Sunday, and 
that evening Mr. Stratton telephoned me to my house and he thought the thing 
was all right and to put the loan through. I had some talk with Mr. Stratton 
about these notes. I felt that Travers was being handicapped in having these 
notes outside of his own branches, and I said to Mr. Stratton that I thought if he 
felt the way he did about the Keeley Mine and I felt the same, way (I believed 
every word the man said), that it would be.a mistake to hold these notes we 
had. He said, “ All right, if you think so, all right”. So the nextday or the 
day after I called Travers in and I said, .‘‘ Now, look here, your bank is all right, 
ieatinot? 2?“ Oh,” he says, ‘ert isa right ; we are being hammered by the other 
banks, but we-are strong ”. His sworn statements were very excellent; | read them 
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every month and watched them. I said, “ Travers, if it is all right, and you tell 
me it is all right, I do not want your notes, my holding of them will only em- 
barrass you”, and I handed them back to him and he took them away—lI don’t 
know whether he took them away, but I know he got the notes; and that left us 
with the security of Keeley bonds, a million dollars of bonds against $100,000 
advance. 

Q. In the meantime you had got your bond mortgage? A. Yes, in the 
meantime Mr. Bicknell had completed the papers and we had the bonds deposited 
with us, and we had security and that, in addition to the obligation of the bank 
to pay, became our only security with regard to the $100,000 loan. 

. There was a bond mortgage in addition to the deposit of the bonds them- 
selves? A. Yes, we were only trustees on the bond mortgage. 
Were the bonds themselves deposited with you? <A. Yes. 
In whose favor were the bonds? A. They were payable to bearer, 
Had they no name in them at all? A. They never have. 
Had these bonds no name? A. I do not think so. 
Some guestion arose afterwards? A. It was all investigated in the 
matter we had with the liquidator. 


S200 


The Commission adjourned at 1 p.m. to 2 p.m. 


The Commission resumed at 2 p.m., June 12th, 1912. 


J.J. WARREN, Examination Continued : 


Mr. Hopeins: We were speaking about the $100,000 loan; the loan finally 
as it went through was secured by the Keeley Mine bonds? A. Entirely. 

Q. And the bond mortgage? A. We were trustees of the bond issue, and 
the bonds were pledged to us in our corporate capacity. 

Q. Were you trustees for any other bondholders than yourself? A. We 
had the entire issue. | 

Q. Was there anything else handed to the Trust Company at that time to 
your knowledge? A. I do not think immediately; but either the same day or 
the day after Mr. Travers was in the office and he had told me, as I have said, 
what a lot of money the bank was going to make out of the Keeley Mine; and I 
said to him, “ Now, we are lending you a lot of money and we are only getting 
ordinary rates of interest, 1 think 6 or 7%, and I said, “I think in view of what 
you told me that the bank has a large amount of stock which they are not carry- 
ing as an asset and which they are going to make a lot of money out of, that you 
might. very well give us a little bonus in connection with this”. I said, “We 
would make more friends by letting this money out in ten thousand and fifteen 
thousand and twenty thousand dollar lots than in Jetting you have it in a hundred 
thousand dollar lot”. He admitted it, and said, “ Yes, that is quite right”. He 
said, “ Supposing I give you a bonus—I mean the Trust Company—of 25,000 
shares of Keeley Mine stock?” I said, “If you think that is not too much, I am 
satisfied. In view of what he said, I thought it was a substantial proposal or 
bonus, and he said, “I would be very glad to do it”. I said, “ Well, then, you 
may transfer 25,000 shares of it to Mr. Stockdale in trust, and I am perfectly 
satisfied and I think you have done very well by us”. He said he was very glad 
to be able to do it and it was all right. That is the only conversation I had with 
Mr. Travers in regard to anything but the Keeley Mine bonds. 

Q. Did you get the $25,000 stock? A. No, I do not think so. I think 
there was a certificate of some kind, I think the stock was pooled in some way or 
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another it developed afterwards, I did not know till some time afterwards, I think 
we got a certificate or acknowledgement by somebody that 25,000 shares were held 
in the name of E. B. Stockdale in trust. 

Q. What did you know of anything of an arrangement with Mr. Stratton in 
regard to $50,000 additional of stock-in the Keeley Mine at that time? A. I did 
not have any conversation with Mr. Travers about that. 

Q. Did you know of it at the time you. were arranging about the $25,000 
bonus? <A. Not the slightest. 

Q. When did you first hear of it? A. I heard about it much to my sur- 
prise about five o’clock in the afternoon, I remember it very well, about five o’clock 
in the afternoon of the day I was leaving for the West; I was down here just a 
short time and was returning. Mr. Stratton came into my office. 

Q. When would that be? A. It would be about the second or third of August. 
early in August, it was after the loan had gone through and after the $25,000 bonus 
arrangement had been made; and then Mr. Stratton came into the office and said 
he had arranged with Mr. Travers for a bonus of 50,000 shares of Keeley Mine 
stock. “ Well” I says, “ That is most extraordinary; I said I got $25,000 from him 
to-day—it was the same day Travers had been in—and I said I think that is quite 
enough. Well, he said, “ This is a little different, this is a personal bonus; half of 
it is for you and half of it is for me”. I said “ No, I would not have anything to 
do with it. I have read Mr. Travers’ evidence and he says he gave it to Mr. Stratton 
as mere security. Mr. Stratton says the same thing. That is what was said to me; 
but perhaps it was a little bit personal, I never could understand why the offer was 
made to me; it was the first and also the last of the kind, and Mr. Stratton and I 
had some very serious differences and I think he would be about the last man, to, 
at least if I could imagine the positions to be reversed, I would be the last man that 
would want to give Mr. Stratton anything in the nature of a possible Christmas 
present to speak, and in view of Mr. Travers’ statement and Mr. Stratton’s, I do 
not know what to make of it. 

: Q. When did you leave for the West? <A. I left about the 3rd August I 
think. 

: Q. You wrote a letter to Mr. Travers about this same matter, about this same 
bonus? A. . Yes, later on. 

_Q. The original is among the papers I am expecting up but I have a copy of 
one of the letters; perhaps if you could look at it it will refresh your memory; it 
apparently bears out what you say? A. Yes, I wrote that letter. 

Q. There is a question I want to ask you about it; you mention Mr. Stratton 
having spoken to you in reference to some shares in the Keel@y Mine that Travers 
was transferring to him, and he said he proposed giving you one-half. “ But since 
I came out I have a letter from him that you have made the transfer and he has 
executed a declaration of trust in my favor”; and then you go on to say that your 
alleged share will be handed back to Travers if you ever get it subject to any 
subsequent arrangement to benefit the Trust Company? A. Yes. 

Q. That bears out your recollection of what Mr. Stratton said to you? A. 
Yes. 


Q. You left for the Coast and communicated with Mr. Travers in that way? 
A. Yes. 

Exuisir 77: Copy of letter of James J. Warren to W. R. Travers, Septem- 
ber 20th, 1910. 

Q. Did you get a reply from Mr. Travers? A. No, I never discussed it - 
with Mr. Travers subsequently at all, because when I got back in November it was 
just before Mr. Travers went down to Lindsay in connection with the matter that 
resulted in the failure of the bank, and I did not consider it a very substantial 
matter at any time. 

Q. There is another letter which I cannot recollect very much about except 
it was giving him some advice as to reorganization? <A. Yes. 
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Q. Have you any objection if I show the letter to Mr. Hellmuth to putting it 
in if I think it is necessary? A. No. 

Q. I cannot tell without seeing it? A. I notice the last paragraph says 
something to him about being careful; that was in line, that referred to his con- 
versations with me, Mr. Commissioner, in which he said that the other banks were 
throwing circulation at him and trying to make his life generally miserable, and } 
was suggesting to him that he should keep himself in thoroughly strong condition. 
I have sometimes thought—I do not know which horn Mr. Stratton would prefer to 
take,— but I have sometimes thought he was seeing if he could not more or less 
compromise me in connection with that. I do not know, but there is either the one 
or the other. 

Q. He is no longer connected with the Trust Company? <A. He isa director 
but he is no longer an executive officer. | 

Q. Are you still connected with it? A. I am the President of the Trust 
Company. 

@. In that letter I remember you were ples Mr. Travers, to reorganize 
his Board? A. ‘This is the other letter. 

Q. I think it is about the same time? A. I could explain that; I remem- 

ber the letter very well; before I went away Mr. Travers told me that he had been 
in touch with Mr. Cawthra Mulock with the idea of getting Mr. Mulock to take 
the Presidency of the bank and getting a new Board of Directors. Mr. Travers 
said to me that he recognized that the rest of the bankers were not treating him in 
the way they should, and he felt that he owed it to the shareholders and the depositors 
of the bank not to stand in the way of the progress of the bank, and that he wanted 
to get in a new Board, a strong Board, to get a strong man like Mr. Mulock to take 
the Presidency. and he would give up the general management but would remain 
on the Board too, because he did not want to be wiped out entirely, because he did 
not deserve any such fate. I said to him then,—you know the stock was selling 
I think at about $50 or $60 a share—I said to him, “if you feel that way perhaps 
we could get some people and) perhaps we could move the head office to the West 
and start all over”; and he said “ All right, I wish you would see what you can do ” 
I went out West and went over the situation and came to the conclusion that the 
West was no place to establish the head office of a bank that did not have a very 
large amount of money to lend, and it is no place to go with a bank to solicit 
deposits, because everybody was borrowing and nobody depositing, that is speaking 
broadly ; but I took it up with some of my friends there, and I also took it up with 
some of my friends of mine in Ohio, a man with a great deal of money, and I 
wrote this letter to ‘Bravers first of all telling him that upon going to the West I 
found it was no place to move the bank, but I said to him, “ Now, I think perhaps 
this can be done in another way”. I have not seen the letter for some time but I 
am giving it to you as I recollect. I said “I think if we could get three or four 
strong men to go on the Board and take up all this weak stock and take it off the 
curb, wherever it was—I do not think the stock was ever lifted—and put in a new 
management, that within a year or two the stock would come up to par, and if we 
could “not do anything else we could then amalgamate with one of the larger banks 
and make some money”. It was not a personal matter so far as I was concerned, 
because I had not any money to go into it, but I thought I could organize a group 
to do it. 

Q. I remember the only matter of importance in the letter was you made a 
suggestion that he should have an audit made? A. [I said to him, “if you fall in 
with this suggestion,—I have spoken it up with my two friends and they are ready 
to go in—if you fall in with the suggestion, you have Edwards, Morgan & Com- 
pany go into your bank and make an examination and an audit, and if their report 
be satisfactory as I have no doubt it would be—I remember putting that in because 
I had every confidence in the institution—I said the business could be done.- I had 
a reply to that in which he said that the matter could stand until I returned, 
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because conditions had improved very much and everything was going along very 
nicely. 

Q. Had you anything to do with the last loan taken, the $295,000 loan? A. 
Nothing. 

Q. It was done while you were away? A. Yes, it was really a consolidation. 

Q. You do not know anything personally of the details? A. No, I was not 
in Toronto at the time and did not get into Toronto till a month later. 

Q. I think that is all, except I would just lke to recall what Mr. Lindsay 
said about that interview in August, page 357 and 358. He says he met you at the 
Dominion Permanent Office and went down to George H. Watson’s office with whom 
there had been an appointment? A. I cannot say anything more than I said this 
morning that I have no recollection of having met Mr. Lindsay until I was intro- 
duced to him at Mr. McLennan’s funeral which took place a long time afterwards. 

Q. He rather kept himself in the background? A. He kept himself so 
effectually in the background that so far as I am concerned I did not see him. 

Q. Is he right in saying that you and Mr. Hunter and Mr. Travers met in 
the Dominion Permanent and walked down? A. No, I do not think so; I think 
he means the Trusts & Guarantee Company in the first place; that is a verbal slip; 
I have no recollection of having been with Mr. Watson accompanied by Mr. T'ravers 
and Mr. Hunter. I remember being there on one occasion with Mr. Hunter, it 
may be that Mr. Travers was there too. 

Q. Was it in his office at night? A. I do not think, but we had a lot of 
night appointments. This arrangement when the call loan agreement was made it 
was at night; we did not draw any distinction between night and day; whenever - 
there was anything to be done it was looked after. 

Mr. Commisstonrr: Was there ever any suggestion or arrangement that the 
- stock subscriptions as well as notes should be hypothecated with your company? A. 
No, sir, not to my knowledge. 

Q. You knew of course, I understand, that these were notes that had been 
taken for stock? A. Yes, quite so; they show it on their face. 

Mr. Hoperys: Would you just sive me that memorandum we discussed during 
the adjournment, showing when interest was credited up on that account, which 
will settle the date beyond controversy? A. Yes. 

Q. And I will attach it to Mr. Stockdale’s statement which he gave me? A. 
Yes. Mr. Stockdale having the books before him will be right, but my impression 
is that we allowed interest for quite a period, some seven or eight months and 
whatever that shows is right and if my recollection does not agree, while my recollec- 
tion is honest, it is inaccurate, and there was some reason why we ceased paying 
interest. 

Ora t will be only a short statement of a few items and that will settle up 
to what date it was paid? A. Quite so. 


ARTHUR J. LINTON, Sworn, Examined by— 


Mr. Hopeins: — Look at that cheque (Exhibit 28) and study it for a moment 
and look up your teller’s blotter—you were receiving teller, were you not? A. Yes. 

Q. The first receiving teller of the Traders Bank on the 6th December, 1906, 
in Toronto? <A. Yes. 

Q. That is your stamp on that cheque Exhibit 28? <A. Yes. 

Q. We want to know something if you can remember it about the way in 
which that came to be cashed? A. The only thing I can recall is from that 
deposit slip, Mr. Lindsay made a deposit on the 6th December, 1906, to W. J. 
Lindsay in trust in our savings bank department of $5,000. 
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Q. In what form was the deposit? A. It was evidently—the deposit slip 
is marked cheque; the cheque has evidently been for $10,000 as I have not got a 
$5,000 cheque on my blotter for the day. 

Q. On the face of the deposit set it looks as if he deposited a cheque for 
$5,000? <A. Yes. 

Q. And is that credited as a Polalas through you? A. Yes, it is credited 
$5,000. 

Q. What makes you say the cheque was evidently $10,000 because you had 
not some entry? A. I have not a $5,000 entry in my blotter. 

Q. You have a $5,000 entry on the debit side? A. I have not a $5,000 
credit entry. 

Q. Explain why you would need that to verify the fact a cheque for $5,000 
was deposited ; you are the receiving teller? <A. Yes. 

Q. Money comes in and goes on which of your pages, to the debtor or credit? 
A. On the credit; the receiving teller does not pay any cheques. 

Q. What entry have you ‘got about this $10,000? A. I have got $10,000 
charged here, $5,000 deposit. 

Q. Charged here, does that mean that you paid itout? A. Not necessarily; 
it would mean I would either credit an account or pay it out if I so choose, but the 
receiving teller did not make any payments, particularly for an amount such as that. 

Q. The entry of $10,000 on page 420 would indicate you had paid $10,000 
‘ out? A. Or given credit for it. 

Q. You had parted with it in some way? A. Yes. 

Q. You would be entitled when the cash was gone over to say “I have paid 
out $10,000”? A. Yes. 

Q. Was that done early or late in the day, can you tell from the position in 
your book? <A. I could not make any statement as to that. 

Q. It is the second entry there? <A. Yes. 

Q. It is the second entry there? A. Yes, but I might possibly not enter 
up my blotter till the end of the day’s work as far as cheques are concerned, because 
with the deposits it would keep me busy, although from my savings bank deposits I 
should judge it would be in the afternoon because it is the second ‘to the last savings 
bank deposit and the deposits would be put through immediately upon receipt, so 
that they could be handed to the ledger keeper for entry. 

Q. What is that little memorandum in pencil on the back, $10,000? A. It 
is not my figures. 

Q. Whose handwriting isit? A. I could not say. 

Q. Had Lindsay an account in the Traders Bank apart from the sig A. 
Not to my knowledge; I was not versed on the ledger. 

Q. How would the transaction have been put through if this $5, 000 means 
that you merely credited it? A. I might possibly have had large legals in my 
box and paid them, otherwise had I not those legals I would have credited our 
paying teller with the amount and he would have paid it. 

Q. Whose writing is the cheque $5,000? A. That is not mine, Lindsay’s 
I suppose. 

Q. Would that be done in another box altogether from your own—how did 
you become possessed of it? A. I just secured it this morning from the bank. 

Q. In whose custody would it be? A. In the custody of the accountant. 

Q. It would not have been one of the papers you had that day, the 6th Decem- 
ber? <A. Yes, I had that; that is my initial (on the deposit slip). 

Q. Explain how you cot it? A. Evidently Mr. Lindsay had made that 
deposit, handed the slip in to me, making out the slip himself, and I initialled it 
and handed it on to our ledger keeper. 

Q. You received the savings bank deposits as well? A. Yes. 

Q. Would you think that only $5,000 was paid out on that cheque, and the 
other $5,000 ee credited? A. I would judge that. 
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Q. You would judge that from the entries in your book? A. Yes. 
; Q. Do you remember anything about the transaction? A. No, I cannot 
recall the transaction. 

Q. Did you know Lindsay? A. It runs in my mind that I did know Mr. 
Lindsay, not personally, but having met him I think in the office, in connection 
with the Farmers Bank account. 

Q. Were you familiar with Travers’ signature? A. No, sir, the cheque 
would have to be marked before being paid. 

Q. It would come to you from? A. From the ledger-keeper, or rather _ 
from Lindsay to the ledger-keeper and returned to Lindsay and handed to me. 

Q. Evidently you would have paid out $5,000 in cash? <A. I would have. 

Q. Do you know what bills you paid it in? A. I would have paid it pro- 
viding I had had large legals, not otherwise. 

Q. If you had not had large legals what would you do? A. I would credit 
our paying teller with it on a slip between tellers. 

@. We have had the paying teller, and he said that we would have to look to 
you, that that went through your box? A. It is very unfortunate that my cash 
statement has been destroyed and also the slips between tellers. 

Q. That is all you can tell us? A. With the cash statement and the slip 
between tellers I could give you possibly more information. 

1 Q. Have you any objection to leaving this deposit slip here? A. No. 

Exuipit 78: Deposit slip for $5,000 to the credit of W. J. Lindsay in trust. 

Mr. Commissioner: If this was put on the slip to the paying teller, what 
does the paying teller pay it out in? A. I could not say that. 

Q. In the ordinary course? A. Providing he had large legals he would 
pay it in large legals. | 7 

Q. What is the largest bills of your bank? A. One hundred dollar bills. 

~Q. Why not in your own bills? A. We could pay them, but it is prefer- 
able in paying an amount like this, it is just a case if we pay our own bills for an 
amount like this, no doubt it would come right back through the Clearing House 
on the following morning. 

QQ. And give you more Jabor? A. Exactly so. 


The Commission adjourned at 3 P.M. to 11 A.M. June 14th, 1912. 


Toronto, June 14th, 1912. 


The Commission continued its sittings at Osgoode Hall, at 11 a.m. 


PRESENT: 


Hon. Sir Witt1am MeErepitH, Commissioner. 

Frank E. Hopeins, K.C. and J. THompson, K.C., representing the 
Dominion Government. d 

I. F. Hettmutu, K.C., representing the Trusts & Guarantee Company. 

H. H. Dewart, K.C., representing Dr. Beattie Nesbitt. 


Mr. Dewart: My learned friend informed me that he wanted Dr. Beattie 
Nesbitt in attendance this morning. The hearing of the criminal charge in the 
Police Court was fixed for this morning and I have just come from there. The 
Crown asked for an adjournment till Tuesday next, and Colonel Denison, the 
Police Magistrate, has given us right of way on Tuesday, and there is no question 
the case will go on then. I feel, Mr. Commissioner, as these matters have to be 
gone into in the Police Court, it is only fair to Dr. Nesbitt, that he should not be 
asked to testify here until that preliminary hearing has been held. 
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Mr. CoMMIssIoNER: Has he made his election? 

Mr. Drewart: Well, yes, he has elected to be tried by jury. 

Mr. CoMMIssIoNER: So that there will be only the preliminary examina- 
tion, and that will be very brief. 

Mr. Dewart: I may say Dr. Nesbitt is anxious to give the Commission every 
assistance he can by any testimony he can give, and if your Lordship can let the 
matter stand until after Tuesday, he will be glad to attend at any time your Lord- 
ship will hear him. 

Mr. Commissioner: JI will be in Divisional Court the next two weeks. How 
would Saturday of next week suit? 

Mr. Dewart: Very well. 

Mr. CoMMIssIonER: Provisionally, then, we will say Saturday of next week, 
and if I find that there is likely to be some time available in the following week, 
and that is as convenient to all, perhaps it will be better to take it then than on 
Saturday. 


t 


MATTHEW WILSON, Sworn, Examined by :— 


Mr. Hoperns: You are a member of the Board of the Trusts & Guarantee 
Company? A. Yes. 

Q. You had to do with a transaction shortly before the bank failed, I think 
il was a loan transaction; I think the date was November 2nd, 1910, or there- 
abouts? A. Yes. 

Q. Prior to the inception of that loan transaction, had you anything to do 
with the Farmers Bank as a director of the Trusts & Guarantee Company? A. 
Not prior to that transaction. The transaction -which culminated on the 2nd No- 
vember began a week or two before, but nothing prior to that whatever. | 

Q. You were a director of the Trusts & Guarantee Company? A. Yes. 

Q. Do you attend regularly? A. Yes, I think I do, not absolutely every 
meeting, but nearly every meeting. 

Q. Were you as a ai ee at all familiar with the $80,000 loan or the 
$20,000 in December, 1906? A. No, I never heard of those at all until this 
matter arose; I was not a director at that time. 

Q. When did you become a director? A. I think IJ have been a director 
two years or nearly two years. 

Q. Were you aware that circulation was being deposited with your company 
by the Farmers Bank? A. Not at that time. 

Q. When did you become aware of that? A. I became aware of that in 
October, prior to the second of November, that you speak of. 

Q. 1910, how? A. I was instructed by the Board to look into the matter 
of the loan which the Farmers Bank had got from the Trust Company, and look- 
ing into it I became aware of deposits being made by the Farmers Bank with the 
Trust Company of their own money. 

Q. Then did that arouse your suspicion at all as to the situation? A. No, 
no suspicion aroused; it led to my having the transaction changed. 

Q. Why did it lead to that, what was there in it to require that? A. It 
led to it in this way: the Board, when the matter of the loan of $100,000 on the 
Keeley Mine bonds of a million dollars was reported, members of the Board said 
it was contrary to their rules to loan upon mining stock, no matter what the 
security was, and the general manager was then out in British Columbia and the 
president could not give sufficient information to satisfy the members in regard 
to this, and they instructed me to take up the whole matter. 

Q. Who was the president? A. Mr. Stratton was then. 
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Q. Tell us what you did? A. I think it was on the 28th October I came 
to Toronto and I found in the meantime that the executive officers had told Mr. 
Travers that the Board had instructed me to look into this matter, and I had some 
one telephone to Mr. Travers to come to the Trust Company to discuss the matter, 
and he did so, and Mr. Stratton, Mr. Morden and myself and Mr. Travers dis- 
cussed the matter then. 

Q. At some time or another, one of those discussions, the Bank Act was 
produced and discussed? A. No, so far as any time I was present the Bank 
Act was not produced. As a matter of fact, I inquired and I could not find the 
Bank Act. 

Q. You discussed a section of it at.all events, didn’t you? A. If you men- 
_ tion the section; I do not remember discussing any section. 

Q. What is said is this, there is some question as to whether the bank was 
justified in giving the security, and either you or Mr. Morden, I think you, if my 
recollection serves me right, said something to the effect that you were pressing 
for the loan, and the doctrine of pressure would rebut the inference—? I 
remember it was said that Mr. Morden had said that in my presence; that is 
entirely a mistake. The only time when a discussion took place was when Mr. 
Stratton, Mr. Morden and myself were present and such a discussion as that did 
not take place while I was present. 

Q. How do you account then for Mr. Morden saying so? <A. I never 
heard that Mr. Morden did say so. 

Q. I thought you said so? A. No, Mr. Morden said it never took place 
and so does Mr. Stratton. 

Q. And you agree with that? A. Yes, I agree with that. 

Q. What did take place? A. When Mr. Stratton came, Mr. Stratton 
explained to Mr. Travers that the Board had instructed me to take the matter 
up and that it was a matter out of the control of the executive officers, and I told 
Mr. Travers what I found seemed to be the state of the loans; that is, that there 
was $75,000 loaned on a call loan agreement with some piano stock, and that there 
was $100,000 loaned apparently on a million dollars worth of bonds in the Keeley 
Mine and there was a deposit in the Trust Company by the bank of something in 
the neighborhood of $120,000 on a deposit receipt, and another deposit on a general 
account, that is a current account of $5,000-odd, and then Mr. Travers explained 
that they had a deposit in our Trust Company of, I think it was in the neighbor- 
hood of $70,000 or $60,000—you want me to give ihe whole? 

Q. No, I do not; I do not really want to go into these details, we have had 
them before. You discovered there were two accounts, one due to you and the | 
other due the bank? A. Yes. 

Q. Will you explain why the transaction took the shape it did if the result 
of it was that it left about the same amount to the credit of the Farmers Bank 
with you? <A. That is why the transaction of the 2nd November took place? 

Q. Yes; in the first place, perhaps you will tell me what was the object of 
having any transaction at all at that time? A. The object was this, that the 

Board did not want money standing on a call loan with only stock in a mining 
- company as a security. 

Q. What money was standing on call loan? <A. There was $100,000 stand- 
ing on a call loan with mining stock only as security. The Board did not want 
that. Then in the next place I think possibly it was my own suggestion that 
originated the idea, that we were not being treated fairly—I do not mean that in 
an offensive sense, but we were not getting a fair bargain, their depositing with 
us and we depositing with them, because if the bank deposited with us (we not 
hhaving any circulation) the bank got a certain benefit from their deposit of their 
circulation which we did not get by making a deposit with them. 
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‘Q. You were getting interest on your deposit? A. Yes, but we were only 
getting 4%, I think it was, while if we had that money we would let it out on 
call loans and we ought to be getting about 7% on it. 

Q. You were not paying any interest on their deposit account with you? 
A. My recollection is we were not. 

Q. Then you think you wanted some better arrangement? <A. Yes. 

Q. And did you get it in this transaction? A. Yes. 

Q. To what extent were you benefited in the matter of interest? A. We 
got 7% instead of 4% on the amount deposited in the bank and we also got 
~% instead of 6% on the $75,000 call loan. 

Q. What did the bank get? A. The bank did not get anything. 

Q. What was the security taken for the $295,000? A. Promissory notes . 
to the amount of $108,000 and stock in a Piano Company which was worth prac- 
tically enough to make up the balance and then they kept also the mining bonds. 

Q. I thought the objection by the directors was to the holding of these 
bonds, lending money upon bonds? <A. They did object to that. 

Q. You still kept them? A. Yes, but we got enough other security to 
cover the loans. 

Q. Did you ever see those bonds? A. Yes. 

Q. Where were they? A. In the Trust Company’s possession. 

Q. I am instructed, and it has been so stated that they never left the posses- 
sion of the bank? A. That is a mistake I think. I examined the bonds and the 
mortgage. . 

Q. You examined the bonds? A. Yes. 

Q. You say you had the bonds? A. Yes, I think so, my scaled is I 
examined them in our office. 

Q. Possibly I am thinking of the stock which hae been mentioned; I will ask 
you about that later? A. I feel there is no doubt as to what I say as to the 
bonds. 

Q. The result of that was to put to the credit of the bank a certain amount 
of money, some fifty or sixty thousand dollars? A. No, we put to the credit of 
the bank the whole amount. Mr. Travers wanted to get $305,000, and I think we 
pared that down till it came to $295,000. and then we gave a cheque to Travers 
which he deposited to his credit in the Trust Company, and then he chequed 
against that and paid off these other amounts. 

Q. But it did leave $60,000 odd to the credit of the bank? A. It may 
have; I could not speak definitely as to that, but it possibly would. 

Q. You knew the stipulation was that. the amount to their credit should not 
be cut down if they gave you this additional advantage? A. Oh yes; what I 
mean by that is they were still to keep their account in the Trust Company, but 
they had the right of course to cheque that out as they pleased. 

Q. And the result of this did not change that, it practically left the same 
sum there subject to their cheque? A. J would not say the same sum; I think 
there was a variation of probably between $5,000 and $10,000. : 

Q. Were they to have the right to draw that out as they liked? <A. Yes. 

Q. Without any qualifications? A. There wag no qualification whatever 
so far as I know, and I think I would have known it if there was any. 

Q. Anyway if there was a qualification, it was not any part of the stipulation 
so far as you know? <A. Not as far as I remember. : 

Q. Did you know anything or hear anything about 50,000 shares in the 
capital stock of the Keeley Mine when you were investigating the situation in 
October? A. No, never heard of that. 

Q. Did you find any such stock with a memorandum pinned to it as to the 
way in which it had been received by Mr. Stratton? A. I did afterwards, but 
not. then. 
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Q. Who did you get the securities held by the Trust Company from when 
you commenced investigations? A. They were produced, I think, to me in a 
large bundle of box of papers that contained the whole transactions of the Farmers 
Bank, and I went through them myself. 

Q. Whofrom? A. An officer of the company, I think it was Mr. Howard. 

Q. You say you heard afterwards of these 50,000 shares of stock? <A. Yes, 
I was not dealing with stock at all, it was bonds T was dealing with; [ did not 
know anything about where the stock was. 

Q. When did you hear about it? A. I don’t think I heard of that until 
after the failure of the bank. 

Q. Did you ever see them? A. I am not sure, but I think I did see them 
in the liquidator’s office at the time of the examination. 

‘Q. Was there any memorandum attached such as you have spoken of? A. 
I cannot speak with certainty as to that. My recollection if I were just asked as 
to that is that the stock was in the name say of some person, trustee, or in trust. 

Q. You see there was 25,000 shares in the name of Mr. Stockdale in trust; 
that was given as a bonus upon the loan? A. Yes, that is what I understood. 

Q. But you did not come across that in your looking at the securities? A. 
ire I think the first time I saw any of the stock whatever was in the aatretiee 8 
office. 

Q. Iam speaking now of another $50,000 altogether which was in the name 
of Mr. Stratton in trust? <A. Well, my recollection is that that was there at the 
same time, and that it just said in trust; I do not remember any memorandum 
pinned to it. There may have been and I have forgotten it. 

Q. I thought Mr. Morden was the one who said that about the Bank Act. 

Mr. HettmutH: He denied it? A. I have not seen any of their evidence 
at all, and I have not been speaking to any of them, so I do not know what 
evidence you have taken. 

Mr. Hopeins: I see it was Mr. Stratton who referred to the Bank Act and 
not Mr. Morden: “Q. What was the occasion of bringing the Bank Act down and. 
reading it to Travers? If it had been the riot act I could have understood it? A. 
I do not know about that—something about Mr. Morden—TI recollect the Bank Act, 
but I do not remember that”. . A. I might say the conversation was just in the 
opposite direction. : 

Q. In what respect, what is the opposite direction? A. The opposite direc- 
tion was this, that Mr. Travers urged upon me the bank had its troubles at the 
time when there was some run on the bank owing to some reports about it out in a 
country place, but that they had got past that, and everything was going nicely. 

Q. Did you make any independent inquiry as to the bank’s position? A. 
Through Mr. Morden, I did. I asked Mr. Morden to get the bank’s returns and 
to see them. 

Q. Outside of that did - you make any inquiry as to the bank’s position? A. 
I do not think I made any outside inquiries at all except what I could make 
through officers in the Trust Company. 

Q. In speaking of the cheques that were drawn upon that account—I am 
looking at a letter which you wrote which I will be glad to show you: “ Then he 
chequed out of the Trust Company a former deposit account which the bank had 
with the Trust Company of $70,094.55 ”—-was that what we have referred to as the ~ 
circulation amount? A. That I believe is the amount which I spoke of as be- 
tween $60,000 and $70,000. 

Q. What sort of notes were those that.were given? A. They were in the 
first place a note of the bank and then the notes that were transferred were cus- 
tomers’ notes payable to the bank and transferred by the bank to the Trust Com- 
pany. 

Q. There was difficulty after that transaction about paying Mr. Travers’ 
cheques? A. Yes. | 
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Q. What was that difficulty? A. JI think the first difficulty arose when Mr. 
Travers wanted to replace the notes. The customers notes would be coming due, 
and he would need to attend to his branches. Then he would send in order to take 
them up, other customers’ notes to take their place, and the first difficulty arose so 
far as my recollection goes in the Trust Company in thinking that the notes that 
they received to supplant the notes that were to be given were equal to the notes. 
that were given up. 

Q. That was the difficulty you say? A. That was the first so far as I 
recollect. 

Q. That was used as a reason to prevent him drawing upon the amount 
which had been put to his credit on the faith of the new loan? <A. No, I never 
knew that, I never heard that suggested till now. 

Q. Do you say he would be entitled to cheque out that balance to his credit 
freely and readily, and he never was obstructed in doing so? A. My understand- 
ing was he was entitled to cheque that out and I never knew of his being obstructed 
in doing that. 

Q. What difficulty was there? A. He drew after the 2nd November much 
more than enough to cheque that out. . 

Q. Was it after he had chequed it all out that the objection arose? A. I 
could not say till after he had chequed it all out, but he would need sometimes 
further money and when he would need further money placed to his credit so that 
he would draw a larger amount than was standing to his credit he would deposit 
with the company notes in order to cover that, and also made a new note himself, 
but that was not part of the transaction of the 2nd of November at all. 

Q. That was subsequent? A. Yes, those were transactions that were arising 
from time to time, so that Mr. Travers would have at his disposal, money which, 
on the 2nd of November he did not seem to expect that he would require. 

Q. I suppose you did not stay down here and keep track of all the financial 
details; are you giving us this from what you understood afterwards or from your 
personal knowledge? A. I did not stay here, but I was down I think twice after- 
wards and discussed the matter with Mr. Travers and with the officers when these 
difficulties arose. 


Q. When the bank Had its doors Travers had drawn out most of the 
moneys that had been put to his credit? A. I think so; possibly there were 
$5,000 or $10,000 still to his credit. 

Q. What did Mr. Stratton say about the position of the bank when you and 
he and Mr. Morden met? A. When we met and also prior at the Directors’ 
meeting Mr. Stratton said that the loan was perfectly secure; it was the other 
directors who insisted upon my taking the matter up. 

Q. What was said at any time during the negotiations with Travers when he 
was not there as to the situation of the bank? A.. I do not think that it was 
discussed at all, that is the situation of the bank, except while Mr. Travers was 
' there, and it was Mr. Travers assuring me that there was no security for taking 
these notes and pressing that on me and apparently not satisfied that I was insist- 
ing upon it. 

Q. My information whether rightly or wrongly is that you and Mr. Morden 
were particularly anxious having regard to the condition of the bank as to this 
loan? A. This is the first I heard of that except anxious to comply with what 
the directors insisted, and that is that no loan of a Trust Company should stand 
upon the security of mining stock. 

Q. Was any of your ‘anxiety based upon the idea that the bank was in bad 
financial position or was pressed for money? A. I cannot say that it was, in 
fact I did not know that the bank was pressed for money and I was assured that it 
was not pressed for money, that it had got past that stage. 

Q. By whom? A. By Mr. Travers at this conversation when Mr. Stratton 
and Mr. Morden were present. 
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Q. And there was no suggestion from you that pressure would make the 
transaction good? <A. Never the slightest suggestion. 

Q. You had no suspicions of the bank being in an insolvent condition? A. 
No, not a suspicion of the bank being in an insolvent condition. 

Q. Oreven hard up? A. It did seem as if the bank was-being pressed for 
money. . 

Q. Yes; that is equivalent to being hard up, is it not? A. Perhaps it is; 
but the question of insolvency is quite a different thing; in fact I was led to believe 
that the bank could get money at any time. 

Q. By whom? A. By Mr. Travers and by Mr. Stratton. 

Mr. Commissioner: Is this a correct statement of the transaction in this 
letter that Travers, you say—I suppose it means the bank—should borrow enough 
to pay off the two loans of $75,000 and $100,000 and to pay a deposit of $120,000 
in the current account—is that an accurate statement? A. That is an accurate 
statement of the form of the transaction. 

.Q. .There was no re-borrowing at all, it was simply a consolidation of the 
existing indebtedness? A. ‘The existing indebtedness was consolidated in that 
way. 
Q. There was no new advance? <A. I do not remember whether there was 
a new advance or not. 

Q: This document does not indicate there was any new advance; we have not 
the agreement between the Trust Company and the bank as to this $295,000 loan? 
A. It is in writing. 

Q. Did the $295,000 loan still remain a call loan? A. “My recollection is 
it did, in fact I feel quite sure it did. 

_Q. So that the bank was in such a position that at any time it might be called 
upon for the whole of this amount? A. That is my recollection. 

Q. Did Mr. Warren tell you or was he here at the time? A. He was not 
_ here at the time. 

Q. Did you see him or not? A. No. 

Q. Did you ever learn that Mr. Warren had had notes and had given them up 
because he thought the bonds were ample security? <A. Yes. 

Q. Did not it strike you as somewhat strange that a bank that was solvent 
should hypothecate $108,000 of its paper, one-fifth of its whole capital. How did 
you suppose it could get on handing those over to the Trust Company in substitution 
for a security that you were giving a black eye to? A. The only way I could see 
it could get on with that would be by exchanging the notes from time to time as they 
became due. 

Q. I do not mean that at all. You have had a good deal of business ex- 
perience with banks, did you ever know a bank that was not hard pressed that 
took $108,000 of its customers’ notes and pledged them for a call loan, did you ever 
shear of such a transaction unless the bank was in deep water? A. I never heard 
of such a transaction at all. 

Q. Would not common sense lead a business man to think that a bank was 
in deep water when they had to do that? A. It would lead a person to think 
that the bank was pressed more than ordinarily, as I said, for money, but the bank 
might be perfectly solvent. 

You were the only one according to your evidence that was pressing the 
bank? A. I was pressing the bank for security. 

Q. And you were getting these Farmers notes or its customers notes to the 
extent of $108,000? A. Yes. 

Q. I should have thought that was the plainest indication that the bank was 
in great stress that it had to put up that $108,000; it did not so occur to you? A. 
It occurred to me that the bank was badly in need of money; I do not know that it 
occurred, in fact I know that I did not think of great stress, but I quite realized 
that that was not a usual course for a bank to follow. 
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Q. Did you make any inquiries as to how the bank became possessed of these 
bonds, how much they had invested in them? A. No; I made an investigation, 
that is I got the papers, and I found that the papers had been certified and I asked 
how much had been invested in the bonds. 

Q. By whom? A. By the bank. I understood that the bank had not the 
full amount, but merely tne full amount invested in the bonds. 

Q. What do you mean by the full amount? A. That is the bonds, as I 
supposed represented practically the whole mine, and that represented a million 
dollars. 

Q. Well, what was the bank’s money investment in that as you understood? 
A. I do not know, but it was over $400,000. 

Q.. Did that give you a glimmer of light as to the bank’s situation, the bank 
with a capital of less than $600,000, putting $400,000 into this Keeley Mine and 
having to meet your demand by putting up customers notes to the extent of 
$108,000? A. I would naturally think of course the very fact of it putting so 
much into the mine would lead to the necessity for raising money outside. 

Q. Did it strike you as an extraordinary thing that a bank would be in a good 
position that had taken $400,000 of its $600,000, that is putting it larger than it 
was, and putting it into a mine? A. If I had been a bank manager I certainly 
would not have done it. | 

Q. J am not asking you that; I am asking you if it did not strike you as 
indicating something wrong in the condition of the bank that would do that, and 
then in order to secure you take $108,000 of its customers’ notes? A. I would. 
have thought that that indicated that there had been bad management in the bank 
or something in the bank. 

Q. Did not it indicate that the bank was rotten? A. I would not like to 
say that sir. 

Q. The bank that would put $400,000 in this hole in the ground and could 
enly secure you by giving you customers’ notes? A. Of course, remember that 
that mine at that time I think was supposed by everybody to be not merely a hole 
in the ground, but was a valuable asset. 

Q. It was not valuable enough for the Trust Company apparently? A. It 
was not a question of value, so much as the nature of security. 

Q. But you hung on to the security? A. I know, but we wanted the other 
security. ; 

Q. You wanted it supplemented by customers’ notes, it could not have been 
the character of the investment, it must have been the uncertainty of that kind of 
investment? A. A person does not want any institution with its money invested 
in that kind of thing. . 

Q. Why did not you give up the Keeley stock? A. That is not the way a 
creditor usually does. 

Q. If you had stock worth $400,000 as security for $295,000 what did you 
want that $108,000 of customers’ notes for? A. Because it was against the rule 
of the directors to invest in a mine. 

Q. Apparently not, they had passed this loan? A. [I think not. 

Q. I think the evidence of Mr. Warren had made the loan, but when it came 
before the Board was when they instructed me. 

Q. That is not Mr. Warren’s evidence; Mr. Warren did not make the loan 
until he got the consent of his Board or the executive? A. That is something 
before my time; I had nothing to do with it then. 

Q. Does not it look as if somebody smelt disaster and wanted to get under 
cover? A. I could not say that. 

Mr. Hoperns: Mr. Hellmuth, I want to put in certain letters by calling 
Mr. Stockdale or Mr. Morden, or perhaps there would be no objection to putting 
them in without calling either of them. 
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Mr. HettmutH: Did you examine him as to them? 

Mr. Hopeins: No. | 

Mr. HrerumutH: If there is anything that requires explanation with regard 
to them it will be better to examine them. 

Mr. Hopains: There is the copy of the original security, the $295,000 and the 
statement as to how it is made up and the statement of subsequent transactions and 
the final demand on the bank for the balance. 

Mr. ComMissIONER: Perhaps Mr. Hellmuth will find out how that is, and if 
there is no objection they can be put in; if not, you will have to call them. 

Mr. Hopains: Mr. Wilson, do you know whether the loan was called a few 
days or a week after it was made? A. Oh, no, it was not called until I think 
between the 20th and the 25th November. 

Q. One of those letters indicated a call? : A. It was called by letter so that 
there would be no doubt about the date. If I was speaking from recollection I 
would say it was the 22nd November. 

‘Q. Mr. Morden is not with your company now? A. No, he is in the City 
though. 3 

Mr. HettmutH: [I should think these letters are undoubtedly the letters of 
the company and the hypothecation is that no doubt, I see it is a copy, the hypo- 
thecation. Were these put in in the suit of the liquidator against the Trusts & 
Guarantee Company? 

Mr. CLarkson: Yes. 

Mr. HrttMutH: I do not suppose there can be any question about tnat. I 
do not know whether you think any explanation is required, but as you ate con- 
ducting the inquiry if you put them in without explanation I suppose { cannot 
very well object. 1 do not suppose it binds us in any way if there is any explana- 
tion in any suit or proceedings. 

Mr. Hoperns: I do not think there is anything in those excepting just show- 
ing the history of the transaction as it occurred, but I have no objection if you like 
to let you have them shown to either Mr. Stockdale or Mr. Morden and during 
the day if there is anything that either of them wish to say about them—- 

Mr. HELIMUTH: Mr. Stockdale and Mr. Warren are both out of town. 

Mr. Hopeins: I do not think there is anything I would ask about those, 
except are those exactly the history of the transaction? 

Mr. HeLttmutH: Mr. Clarkson knows they are copies of the originals. - 

Mr. CLarnson: They are copies of the originals. The original call loan 
is with the Trust Company under an agreement between themselves and myself. 

Mr. Herirmura: Do I understand there is no examination so far as the 
Trust & Guarantee Company is concerned ? 

Mr. Hopeins: That is right. 

Exuisit 79: Papers connected with the consolidation of the loan at $295,000. 


W. R. TRAVERS, Recalled :-— 


Mr. Honerns: You apparently made a Joan, a demand or call loan, of 
$295,000 on the 2nd November from the Trusts & Guarantee Company? A. Yes. 

Q. With certain specified securities? A. Yes. 

Q. After the bank failed there is a statement here with the initials J. J. W. 
which I wish you would look at; the security appears to differ from the original 
security given about a month and a half before? A. The Piano Company’s 
stock was sold and applied on the note. 

Q. That is credited? A. Yes. 
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Q. What about the Ontario Leather Company’s stock? A. There is a . 
Jetter from Mr. Wilson to me some place that called upon further security, and | 
think I answered it, if J remember right, stating that they had those bonds in 
their hands and they might retain them. 

Q. What about the Ontario Leather Company’s stock? A. That is the 
bonds I am speaking of; they might retain them as additional security. 

Q. Apparently they did that, and treated that as security? A. Yes. 

Q. Were you getting further advances after the $295,000 loan had been 
exhausted? A. Yes, we got two or three advances. 

Q. You can see them set out in one of those letters on that file? A. Those. 
are the advances, the 11th, 15th, 17th and 18th November. 

Q. Those mentioned in,—what is the date of that letter? A. November 
rend, 1910. 

; Q. And did you put up notes to the amount of $293,000; is it over and 
above the $108,000 that you put up when you got the $295, 0002 

Mr. ComMMIssionER: No, it includes that, that is the total amount? A. 
My recollection is we put up over $300,000 worth of notes all told. 

Mr. Hoperns:~ You put up the difference between $108,000 and whatever 
the total is subsequent to the loan being made? A. Yes. 

Q. And what was the total amount of the subsequent advances you got? A. 
€26,575, taking the figures from this letter, which I think is correct. 

Q. Was there any further sum for which these notes were security? A. 
Only the amounts that they put to our credit on those dates. 

Q. That is a very large amount in notes to have given them? A. There 
seemed to be no end to the number of notes Mr. Wilson wanted. 

Q. There would be about $190,000 of notes for these additional payments ; 
and were those customers’ notes? A. Yes. 

Q. Were the deposits of those notes made conditional on your making a 
draw out of what was placed to your credit on the 2nd of November, or were you 
allowed to draw freely on that? A. The new loans were made, if I remember 
correctly, so that the security of the further note that I was giving them would be 
legal. 

Q. And the additional notes, when they went up, apparently would be security 
for the $295,000 loan as well? A. Would be security for all advances we have 
received. 

Q. Was that in accordance with the hypothecation agreement; did you under- 
stand that at the time? A. Not at the time; everything ended at the time as 
was completed at the consolidation. 

Q. Did you make this arrangement afterwards that the notes subsequently 
handed over were to be security for the former loan? A. Yes, I arranged each 
transaction with Mr. Morden as the circumstances arose. 

Q. Was that the understanding? <A. Yes. 

Mr. HettMutTH: I think the document speaks for itself. The original docu- 
ment makes provision that any further loans and any securities given should enure 
for the whole. 

Mr. Hoperns: I asked him whether this hypothecation contained such clause 
and I understood him to say no? A. I did not understand the question. J 
remember quite well such clause as that in the hypothecation; what I was saying 
was that as these new transactions came up the matter was repeated. 

Mr. COMMISSIONER: Why did you give these large amounts of promissory 
notes for the comparatively small new advances you were getting? A. I was 
forced to do it. 

Q. Forced, how; would not they make the advance? A. They would not 
vermit me to draw my money that was there. j 

Q. Which, the money on deposit? <A. Yes. 
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Q. Who took that position? A. Mr. Morden took the position that he did 
not approve of the depositing of the bank’s circulation and he did not think it 
should be withdrawn suddenly; that was the commencement of the difficulty. 

Q. Was that before or after the consolidation? A. That was prior to the 
consolidation ; he made that objection prior to the consolidation of the loan. 

Q. Mr. Wilson told us he understood you were to be free to draw that as 
you pleased? A. I cannot corroborate Mr. Wilson; I am sorry to say I shall 
have to contradict him in some matters he says. 7 

Q. Were you to be at liberty to draw freely? A. That was the under- 
elanding when the consolidation was completed, that I was able to draw the $658,000 
as I needed it. , 

Q. Was there any embargo put upon that afterwards? A. There was. 

Q. By whom? A. By Mr. Morden. Did not I state that I would send 
down a cheque and the difficulty would arise and it would be arranged over the 
telephone or by my making a personal trip? 

Q. We heard of that before, but we thought that simply meant he yielded 
and allowed you to draw the money. Do you say now when you got these addi- 
tional advances, one of the reasons why you were compelled to give the large 
amount of notes was because they would not give you the money on your deposit 
account as you wanted it? A. Yes, that was the first position in the matter, 
that they objected to my withdrawing the balance and forced that consolidation. 

Q. I am talking after the consolidation? . A. After the consolidation the 
first difficulty arose a few days afterwards in which I gave that small note of 
$3,575. 1 think with that there were several thousand dollars’ worth of notes. 

Q. $30,000 or $40,000 worth of notes? A. Yes. 

Q. Why was that? A. Objection was taken that day to giving us any 
funds. 

Q. On your deposit account? A. Yes. 

Q. Whose proposition was it that you should give more notes? <A. I ean- 
not say whether it was Mr. Morden’s or Mr. Wilson’s, they were in and out. 

Q. Somebody on that side? A. Yes. Mr. Wilson was in and out of my 
office and I was in and out of theirs; I could not say exactly. And when he states 
about the Bank Act not shown, I swear that it was spoken of and it was shown 
and I wish to repeat it, because they sent upstairs to get it. 

Q. For what purpose? A. For the purpose of seeing whether the $120,000 
on deposit with us, whether it would not cause a criminal charge against me in 
paying that deposit in that way. 

Q. Giving the security you were then giving? A. Yes, giving security 
for the deposit. There is a section in the Act which says that any preference given 
to any creditor— 

Q. Oh, yes; who suggested that or how did it come about? A. When I 
asked to consolidate the $120,000 I mentioned that; I mentioned the fact that I 
would be liable to criminal proceedings. 

Q. For giving a preference? A. Yes. 

Q. And what about the Bank Act? A. Then I quoted the section of the 
Bank Act in the presence of Mr. Morden and Mr. Wilson, and Mr. Morden sent 
upstairs (that I remember quite well) for the Bank Act, and it was brought down, 
and it was turned up, and Mr. Morden said to me, or Mr. Wilson, I could not 
swear which one, “ Under pressure you are relieved of that ”. 
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Mr. Hopeins: Since you were examined before the missing ledger that got 
lost somewhere has turned up and continues the account of the Treasury of Ontario. 
I want to ask you a few questions about that, because I had not it before me when I 
examined you before. The account I examined you on went down to the end of 
1908. It appears the account ran on through January, 1909, and on till the 
failure of the bank; what had you to do with obtaining the additional deposits 
which are shown in "that account? A. I rememben a deposit of $10,000 that the 
Government put in. 

Q. Can you fix the date for that? A. Well, I listened to Colonel Mathe- 
son’s evidence and I fancy the Colonel was right when he said 1908. 

Q. What is your recollection of it? A. I have nothing to go by, I have no 
memorandum. 

Q. There was one of June 14th, 1907, $10,000, and one on May 19th, 1908, 
of $10,000, and another on August 10th, 1908, of $10,000? A. I remember 
some time in May or June of the year 1907 or 1908—when I gave my evidence 
before I thought it was 1907, but after Colonel Matheson spoke I fancy he is better 
informed than I am on the date. 

Q. There is one of January 8th, 1910, for $10,000? A. No, I don’t know 
anything of that. . 

Which is the one outstanding; you say you know nothing at all about 
that? A. No, I know nothing at all about that. 

Q. We have made what investigations we can in the World Office and the 
bookkeeper is here and there is no trace in the World’s books of any transaction 
earlier than that shown in the bank books of December 31st, 1907: ? .-A, Well, I 
guess that ig right. 

Q. When you were here before you had the idea that they began much earlier 
than that by the discounting of add notes? A. Well, the World’s business with 
the bank began before the Government put any deposit in the bank; I think that is 
the position I took. 

Q. No, that is not as a matter of fact; June 14th, 1907, was the first? A. 
We say the deposit was put in in May or June, 1908— 

Mr. COMMISSIONER: They commenced to deposit in May, 1907? A. I do 
not know anything about when the Government deposit began, but what I had to 
do with the Government deposit I asked Colonel Matheson to put in a deposit in 
the Farmers Bank; but we had been doing business with the Farmers Bank before 
the Government had put the deposit in as far as I ‘knew. 

Mr. Hoperns: If the World’s business with the Farmers Bank began on the 
Slst December, 190%, then it would be some deposit later than that? A. Yes. 

Q. There were three of them, May, 1908, August, 1908, and January, 1910,. 
of $10,000; which was it? A. May or June, 1908. 

Mr. COMMISSIONER: Those letters do you see, bear date in June, so that if 
he is right now it must have been later than June—you remember those letters of 
yours? <A. Yes. 

Q. They are dated June. 

Mr. Hoperns: We almost came to the conclusion the last time that it could 
not have been the May 19th, 1908, deposit, but it must have been a later deposit; 
that would make it August 10th, 1908? A. I have nothing to fix my recollec- 
tion of the time when the deposit was made. 


Q. Would that recall to you anything to explain those letters in which you 
were speaking of Colonel Matheson? A. Yes, those letters I was trying to get 
a deposit from the Government for the Farmers Bank. 

Q. Did you succeed to that extent after the date those letters were written? — 
A. I rather think so. 
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Q. Then did you ever see or hear of any reply from Colonel Matheson to the 
letter Mr. Travers said he sent to him? A. No. 

Q. Did Travers communicate to you that he was writing or had written? A. 
No. 

Q. Or was going to write? A. No. 

Q. Did you ever ask Colonel Matheson if he had received that letter from 
Travers and answered it? A. No. 

Q. There is a copy of a letter produced here dated April 6th, 1909, ap- 

parently from Mr. Travers to you, I would like you to read that over and I will 
ask you a question about it. A. (Witness reads letter). 
Q. Did you ever receive that letter? A. Yes, I think I remember that 
letter. : 7 
| Q. What was that in connection with? A. In connection with my own 
cheque of $400 that was cashed by Mr. Travers. The proceeds of the cheque went 
to the World and it was cashed for the World and when the due date came perhaps 
of two or three days we were not able to raise the money to take up the cheque and 
let it slip by and Mr. Travers rang me up and this letter was the result. 

Q. Did Travers take it up, as he says with his own personal cheque? A. 
I do not know about that; I see he said so here. 

Q. Did he—you ought to know if it was your own cheque and somebody took 
it up? <A. I think we paid the cheque the next day; as far as taking it up in 
his own bank was concerned I do not know. 

Q. His expression there, giving the reason why he did that, why should he 
use that peculiar language? A. That is something I don’t know. 

Q. He says: “You have not kept your word about the $400 cheque and I 
think it is rather a mean way of treating a friend” ? -A.- That means that I 
had not kept my word in meeting the cheque on the day I said I would. 

Q. He says: “Do not think I am doing this because I fear any blackmail. 
I have given my own personal cheque for it and beg_to enclose the cheque herewith 
which you can do as you please with”. That looks as if he was handing you back 
your cheque, and he had paid it, and if you did not choose to pay you need not? 
A. “We took up the cheque afterwards. 

Q. Why should he use that peculiar language about he did not fear any 
blackmail? A. { do not know why; he had no reason under the sun. 
| Ps Did you resent it? A. I think he had me there, I had not kept my 
word. 

Q. Did you ask him for an explanation of that expression? A. No. 

Q. Did you know anything of the circumstances of obtaining the certificate 
to enable the bank to go into operation? A. Never. 

Q. Did you know anything about the subscribers on the list that went into 
the Government? A. No. I think I was in London, Ontario, in the newspaper 
business. 

Q. I mean prior to the date of this letter, April 16th, 1909? <A. No, I 
knew something of the organization of the bank. 

Q. Had you any lever upon Mr. Travers or the bank which would justify 
him in using any such language that he was not doing this because he feared black- 
mail? A. No, I had no lever on Mr. Travers. 

Q. Did you have any talk with him about that letter? A. I may have dis- 
cussed the thing afterwards but that looked like a letter written by a man who was 
angry. 

3 Q. Possibly so, but it is a peculiar expression? A. Yes, the chances are 
the matter may have come up afterwards. I went down and paid the money to 
‘him; he got the money back. 

Q. Did you ever find out what he alluded to? A. I don’t know what he 
alluded to, noth*»¢ that emanated from me. 
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Q. Did you ever ask him? A. I don’t remember mentioning that letter to 
him. | . . 

Q. Did it emanate from anybody else? A. I could not say. 

Q. You see there is a suspicion that he was being bled from time to time by 
people who knew something about the way in which the list in Ottawa had been 
manipulated, and that they were making use of that as a lever to get money? A. 
I knew nothing about that. The first intimation I had of anything like that was 
the evidence that had been brought up in the Police Court after the bank failed. 

Q. This is evidently the letter of an angry man, but it does not seem to me 
that this affords us very much explanation of the language ? A. It is no action 
of mine or any word I did that could bring forth a letter like that. 

Q. He sent you a cheque, which would mean that you need not pay it if you 
did not went tor A. Yes. h 

Q. Did you as a matter of fact pay it afterwards? A. The World must 
have paid that afterwards. 

Q. Do you know? A. Ido not know of my own personal knowledge, ex- 
cept that is what we did frequently. I had cheques frequently cashed by the 
Farmers Bank. 

"Q. But this seems to be a personal cheque of your own, and one which you 
got very sore over; are you not in a position to say whether you ever paid it? A. 
IT am in a position to say to the best of my knowledge we paid the cheque. 

Q. Why the qualification? A. I say we paid the cheque without any 
qualification, I remember one occasion we had a cheque for $350 which was cashed 
by Mr. Travers and the due date came, it was my own cheque, but the money was 
turned into the World, the World did not have the money to meet the cheque and I 
went out and borrowed the money and met that cheque, $350, and while we might 
not be able to pay it on the day we said we managed to pay it a day or two after- 
wards. I do not think the World owes any money that the World has not paid or 
is not paying. 

Q. What does Mr. Travers mean by saying, “ Do not think I am doing this ” 
—what was the “this” he was doing; look at the letter and see if you can explain it? 

Mr. Commissioner: Is it not plain what he means—‘“ I am not sending this 
back to you because I fear blackmail ”’. 

Mr. Hopeins: I should have thought so except that precedes what he says he 
is doing? A. It looks plain enough on the fact to me, he is not sending it back 
because he fears anything. 

Q. Had you heard anything subsequent to the granting of the certificate with 
regard to the discount of notes out at Milton in which VanKoughnet’s name had 
come up? A. No, I do not remember the name VanKoughnet.. I remember the 
Laidlaw stock running through the paper but q don’t think I was interested in the 
bank at that time. 

Q. Did you make it your business to ascertain about the Laidlaw transaction 
afterwards and make use of it with Travers? A. Oh, no. 

Q. Did you hear anything about the deal in Syracuse? A. Yes, I heard 
something about that through the newspapers. 

Q. Did you find out about that? A. I spoke to Mr. Travers about that, 
J wrote a news story about it. 

Q Did it appear in the World? A. Yes. 

Q. Was that after your conversation with Travers? A. About this par- 
ticular conversation this letter refers to? 

Q. Yes? A. I did not trace the two of them together. 

Q. Did you get your information from him that you published? A. Yes. 

Q. Was it different from what you had acquired from outside? A. Not 
greatly; the Associated Press dispatch carried a certain story and Mr. Travers 
elaborated that; I think it was an elaboration rather than a correction. 
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Q. Was that Associated Press dispatch published in the World? A. Yes. 

Q. As well as the story that you speak of? A. No, I think the Associated 
Press dispatch was not published in the World; we waited till we got the informa- 
tion from Mr. Travers before we took in the story. 

Q. Do you associate the two at all? <A. No. 

Q. What was your object in seeing Travers about that Syracuse story? A. 
To give his side of the story; he was a local man. 

Q. Did you ever feel he was under an obligation to you for putting his side 
in instead of the Associated Press? A. I did not emphasize anything like that 
except I showed my friendliness towards him in putting his story forward. 

Q. I see that Syracuse matter was in January, 1910, so that apparently there 
ae not be any connection between that and this letter of the 16th April, 1909? 

SHANG 

Q. Can you suggest what it refers to? A. It may have been some other 
forces at work that had made him angry and that was uppermost in his mind and 
he put it in the letter he wrote to me. 

Q. You can make no explanation? <A. No. 


_Exurerr 80: Letter April 16th, 1909, Travers to Greenwood. 


WILLIAM F. MACLEAN, Recalled :— 


By Mr. Hopeins: I want to ask you now, in view of the fact that this account 
of the Provincial Treasurer’s has been produced in the ledger which had gone astray, 
if you made any effort to get the deposit which is referred to or any subsequent 
deposits which are shown in this ledger? A. I made no efforts. 

| Q. That would apply then to the whole of the Treasurer’s account? A. 
Yes. ; 

Q. You made no efforts to get any deposits? A. No. 

Q. You have listened to my examination of Mr. Greenwood, can you throw 
any light upon the language used by Mr. Travers in that letter to him? A. No, 
I neyer saw it, I know nothing of it. 

Q. It is most peculiar language, you will agree with me? A. Yes, I know 
of no reason why he should have used that language, and know of no one ever having 
made any threats to him. 

Q. You cannot account for this in any way? A. No. 

Q. Was it reported to you by Mr. Greenwood that he got that letter? A. 
‘No, not as I know of; I cannot recall it. 

Q. Did he ever say Travers was accusing him of holding him up or anything 
of that kind? A. I never heard of it. 

Q. Did you ever know the peculiar circumstances regarding that list that 
went to Ottawa the subscribers’ notes; did you ever hear of that in any way which 
would make you think that Travers had done wrong in connection with it? A. 
Never, until it was published. 

Q. When was that? A. It came out in the examination after the failure of 

the bank. 
} Q. You never heard it? A. No, never in any shape or form. I always 
regarded the bank as trying to pull its way through and getting on its feet, and 
doing fairly well; I saw roughly the returns from month to month, and saw the 
returns of the bank, and they seemed to me to be making some headway, and any 
sympathy I had was to see the bank pull through. 
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Mr. Hopneins: What is your position with the World newspaper? A. 
Secretary-Treasurer. 

Q. You and Mr. Clarkson have gone over the books I understand to see when 
the earliest entry is regarding any business between the Farmers Bank and the 
World? A. Yes. 

Q. And whatis that? A. As far as I can find out December 31st, 1907. 

Q. There is nothing in the books to disclose? A. No; I cannot tell by 
that entry that would be the first. 

Q. Do you say could not tell by that entry? A. Only Mr. Clarkson said 
that was the first. 

Q. You were not the bookkeeper at the time? A. No. 

Q. When did you become bookkeeper? A. About a year ago. 

Q. So that you have gone through the books with Mr. Clarkson and accord- — 
ing to them there is nothing to show any earlier transactions than December 31st, 
190772. A ONO. 

Mr. Hoperns: That is so, is it, Mr. Clarkson? 

Mr. G. T CrarKson: The form of the books is such that you cannot tell. 

Mr. Hopeins: That is the earliest trace you can find. 

Mr. G. T. Cuarxson: Yes. 

Mr. Hoperns: You did go back beyond December 31st, 1907, to see? A. I 
went back beyond that to see, I could not tell, nothing to trace it to the as 
Bank at all. 


W. R. TRAVERS, Recalled :— 


By Mr. Hopneins: Look at this letter, Exhibit 80 and tell me what you 
alluded to when you wrote that letter? A. I cannot tell you now directly what 
T alluded to then, but Mr. Greenwood frequently sent me in a clipping or something 
that was supposed to have been put in the columns of this paper. 
- Q. Had been put? <A. No, they were sent in I should fancy for the purpose 
of putting in the columns of this paper which he sent me with a memorandum 
saying, “I have not taken any notice of this” or something to that effect. They 
were all in my desk after I gave up charge,—I have seen them since my arrest— 
but never when he was asking a loan did he ever suggest anything of the sort. 

Q. He had evidently given you a personal cheque which was dishonored? A. 
Yes, I remember that. 

Q. And you were angry I take it from that letter? A. I was angry because 
the cheque was returned through the Clearing House and if I remember right there 
was some reflection cast on it, I don’t remember what it was and I was angry at the 
time. 

Q. You took up the cheque with your own personal cheque? A. Yes. 

Q. And sent him back the cheque without asking him to pay it? <A. Yes. 

Q. And then you say, “I am doing this not because I fear any blackmail ”—? 
A. “Do not think I am doing this because I fear any blackmail ”. 

Q. What is the explanation of that? A. The only explanation is that 1 
had in my mind at that time that there were certain people calling upon Mr. 
Greenwood to publish some matters that would be detrimental to the bank. 

Q. What would they be? <A. 1909? 

Q. Yes, April, 1909? A. I could not say offhand just now. JI remember 
Lord Templetown had threatened to wire to the newspapers he would resign; I 
eannot say that that is the date. 
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Q. That would not bring the bank down if Lord Templetown resigned? A. 
No, but on top of everything else that was going on I suppose it would have 
caused a flutter. 

Q. You are not suggesting that, are you, as the explanation? A. If that 
was the date I cannot say offhand, it might have been. I left the items that Mr. 
Greenwood was kind enough to withhold from publication in my desk, and I can- 
not recall them at the present moment. 

Q. Look at the date of the letter and just reflect a moment, was there any- 
thing at that time or just previous to it to give any point to that letter? A. 1 
think there was, but I cannot fix my mind on it for the moment. 

Q. It is a peculiar sort of thing to say toa man? <A. Oh, I had a reason 
for it, of course. 

To give you a date, you heard from W. R. P. Parker, barrister, letter 
dated October 28th, 1909, that he had an important communication from Viscount 
Templetown and would like to see you? A. Then that date does not correspond 
at all with this. Perhaps Mr. Greenwood knew nothing about that; I am not sure. 

Q. Cannot you mention any reason? A. I cannot for the moment; | 
will have to think it over. 

Q. if it was merely with regard to these newspaper clippings, which might 
be a kindly act on Mr. Greenwood’s part, you could hardly allude to publishing 
them as blackmailr A. I cannot say what was in my mind then, but I might 
have had perhaps some foolish notion as that in my head. 

Q. With regard to that letter to the Provincial Treasurer which Colonel 
Matheson said he did not get, what have you to say? A. I say that that letter 
was duly mailed to him, and I think you will find it registered in the letters 
dispatch book by the party who posted it. 

Q. A registered letter? A. No, we have a system in the bank of entering 
all letters posted, and I got a reply from Mr. Matheson, and I have seen that reply 
since J have been under examination. 

Q. Under examination on this Commission? A. No, before this. Inspec- 
tor Duncan informed me this morning that he remembered it quite well when I 
was over there trying to locate it this morning. 

Q. In connection with that and other matters you went over yesterday with 
Mr. Thompson all the papers that are here produced to me by the liquidator or 
by anybody else? A. Yes. 

Q. Were-you able to find any such letter or ‘reply from Colonel Matheson 
among these papers? A. I was not. 

Were you able to find that $3,000 cheque which you said on a previous 
occasion you remember seeing among the papers? A. No, I was not. 

Q. I think those are the only two documents you have mentioned ; did you 
find any other document, if there is any, that you have alluded as not being pro- 
duced on this investigation? A. No, I could not find anything else. . 

Q. Did you go down to Inspector Duncan in order to see if by any possi- 
bility they were still with him? <A. I did. 

Q. And were you able to find them? A. I was not. 

Q. I may say, as far as I am concerned, I have never seen either of those 
two? A. Mr. Duncan remembers them quite well, and said so this morning to 
Mr. Thompson. 

Q. Is he going to make further search? A. Yes, but he thinks the last 
ecen of it was on Mr. Baird’s desk, the late Crown Attorney. 


Q. Probably he would make a search, because before we finally close this if 
they can be found I would like to have them? A. I remember Colonel Mathe-. 
son’s letter. 

Q. What was the purport of it? <A. It was a sheet of paper written in 
his own handwriting, and it said, “I have received yours of such a date and 1 
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have made no promises to anybody about putting any money in your bank. Yours 
truly, Matheson”. ‘That is my recollection. 

Q. You seem to have continued getting deposits from time to time from the 
Government? A. Yes. 

Q. After the letter of that date? A. I think the books will show we did. 

Q. Did you make any further effort yourself after writing that letter to get 
any deposits? A. From the Government? . 

Q. Yes? A. I got friends of my, different people, to speak to him. 

Q. Who did you get to speak to him? A. I got Mr. Bain, of Bicknell, 
Bain & Strathy, for one, and Mr. Arthur Vankoughnet for another. 

Q. Pulled the wires as far as you could? A. I got somebody else, I can- 
not remember now offhand. 

Q. In the Government returns of the lability to the Provincial Government [ 
think they were shown separately were they not? A. Yes. 

Q. It appears that in two cases, in August and September, 1908, you\made 
the amount of the Government return less than you had actually on deposit? A. 
I cannot account for that, unless it is a mistake as between the Toronto branch 
and the chief accountant upstairs. 

Q. In August of the following year you doubled the amount, put in double 
the amount you had on deposit? A. I do not think that is right. 

Q. It is undoubtedly right, according to the returns? A. I think the 
amount shown in the return is correct; I do not think we put any fictitious 
amount in. 

Q. You put in $74,042, whereas you had only $35,000 of deposits received 
and $4,042 in open account? 

Mr. COMMISSIONER: $385,000 more. : 

Mr. Hoperns: Exactly $35,000 more; in other words, the deposit receipts 
are doubled according to your returns, whereas, in fact, instead of being $70,000 
they are only $35,000? A. I do not think those are the facts. My recollection 
is the Government deposit went up as high as $77,000. 

Q. You cannot account for that? A. No, I cannot realize that any such 
thing is the case. 

Mr. ComMMIssIonER: Look at that item three; there seems to be no object 
in it, I do not know why it was done. It was making the bank look worse off. 

Mr. Hoperns: It would swell the deposits? A. I think Mr. Clarkson is 
wrong in this; I do not think that is a true state of affairs. 

Mr. Hoperns: I will have Mr. Clarkson look that up. @ 

Mr. Clarkson produces return of liabilities and assets of the Farmers Bank. 

Mr. CoMMISSIONER: There it is, Mr. Travers? A. I see those figures, but 
I am still doubtful as to Mr. Clarkson making that $35,000. 

Mr. Cuarxson: I think it is a clerical error without any effect? A. I am 
not satisfied with that statement. 

Mr. ComMmissioneR: Mr. Clarkson’s idea is that by mistake that was made 
$35,000 more than it should have been and this $35,000 less? A. That might 
have been between the two offices, but I am still doubtful. about it. I will look 
into it further. 

The Commissioner and Mr. Travers and Mr. Clarkson examined the book. 

Mr. CoMMISSIONER: They have just put in the $35,000 twice. 


The Commission adjourned at 1 p.m. to 2.15 p.m. 


_— 
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The Commission resumed at 2.15 p.m. June 14th, 1912. 
WALTER DUNCAN, Sworn, Examined by— 


Mr. Hoperns: There are some papers which have been mentioned in this 
inquiry which I have not seen. Mr. Travers says he has seen during his examina- 
tions in the Police Court and the Assize Court some of them. I have asked you 
to come here to find out if possible if all the papers have been handed over that 
you know of or if you can suggest anywhere where they may have been. JI will 
tell you two I am particularly anxious to get; one is a cheque for $3,000 and the 
other is said to be a letter in Colonel Matheson’s handwriting saying he had got 
-a letter, but he had not made any promises to anybody to make any deposits in 
the Farmers Bank; and I think there are some other matters, but those two par- 
ticularly I would like to know about? A. I remember a cheque for $3,000 
there was considerable talk between Mr. Travers and I about, that I wanted some 
explanation from Mr. Travers that I did not get at the time, and my recollection 
is that either on the stub in the cheque book or on the cheque there was the letter 
“CC”; I remember a cheque for that amount. 

Q. That letter has not been handed to me, and I have got everything Mr. 
Clarkson got, everything that you handed me on the opening of the Commission, 
but I cannot find among them any such cheque. A. That should be in existence 
somewhere, because I know that it was in my possession at one time. 

Can you suggest anywhere where it would be? A. It ought to be with 
the other effects of the bank; I do not see any reason for separating that one out 
from the other cheques. These documents went into so many different hands and 
they were used in different courts, but I do not think that this cheque was ever put 
in as an exhibit; it may have been, but I do not know. 

Q. I have had Mr. Travers go over personally all the papers that are in my 
possession and have not been put in as Exhibits here, and that cheque is not among 
them, and if you cannot throw any light on where it may be we may not be able 
to find it? A. I have not the faintest idea where it is at the present time. 
Speaking for the Police Department, we have no exhibits of any kind with the 
exception of one or two that is in Dr. Beattie Nesbitt’s case, but outside of that 
we have no books, papers or anything pertaining to the bank. It may be, of course, 
it went astray the same as that ledger, and it may be thrown down with a lot of 
other documents around some of the court rooms. 

Q. Have you inquired from Mr. Corley as to those two documents? <A. No. 

Q. Did the late Mr. Baird have them_ in his possession as Crown Attorney? 
A. I rather think he had; there was a file of private letters from the bank pre- 
mises, I think it was from Mr. Travers’ desk or a little room just adjoining it, 
I would not be sure, in which there were a lot of matters leading up to some loans 
that the World newspaper got, and Mr. Baird did not have these, and they were 
papers that I would think were more confidential than public. And, with reference 
to the letter from Colonel Matheson, I am speaking just from recollection, but my 
recollection is that I discussed that letter with Mr. Travers here. 


Q. Do you remember seeing a letter from Colonel Matheson? A. That is 
my recollection, but Detective Guthrie would remember more clearly than I would, 
with reference to that because although I was into the affairs to a certain extent 
he knew pretty much and had the handling of a great many of the documents that 
were in my possession. 


Q. Could you send himup? A. Yes, at once. I might say that there was 
a good deal of discussion with reference to these letters that were on this file; there 
were a number from Mr. Greenwood who was connected with the World newspaper 


and some from Mr. Maclean. E 


> 


538 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. You gave me quite a number of those? A. That letter of Matheson’s 
ought to have been on that file. They disappeared in some way and could not be- 
found for some considerable time, the whole of that file; I did not have them and 
it was said they were likely to make use at some of the elections, either the 
Dominion or the Provincial elections, and I think Mr. Clarkson sent up once to 
me for them and I made a search for them and did not find them but they turned 
up afterwards. 

Q. You handed them to me when this Commission formed? A. Yes. 

Q. And they were not opened till I opened them up myself and there was no 
such letter of Colonel Matheson’s among them? A. ‘They were in Mr. Baird’s 
possession for some considerable time. 

Mr. CoMMISSIONER: You did not answer Mr. Hodgins’ question; does your 
recollection agree with Travers as to the purport of this letter? A. I do not 
know what Mr. Travers has said about it. 

Mr. Hopcins: Acknowledging the receipt of some letter and saying he had 
not made any promise to anybody to make the deposit in the Farmers Bank? A. 
I could not speak positively as to the contents of the letter but I know there was a 
letter from Colonel Matheson. 

Mr. COMMISSIONER: You are not asked that; you are asked about the con- 
tents; if you do not know, say so? <A. I cannot speak as to that. 

Q. What documents did you get into your possession and by what authority? 
A. We had a search warrant issued under Mr. Corley’s instructions to take pos- 
session of certain documents pending certain charges that might be used. 

Q. What documents? <A. I could get the search warrant. 

Q. Were they described, the documents in the search warrant? <A. I do 
not know that they were. 

Q. Or did you just do as you have done in other cases under a search war- 
rant, go and take everything that was in sight? A. I know that we had a great 
many documents there that were not used in the various trials. 

Q. That is not answering my question, did you just go and take everything? 
7 We did not take everything, but we took a great many that we thought would 

e used. 

Q. How did you select, who made the selection? A. I made the selection 
of some acting under instructions from Mr. Corley; Mr. Corley was at the bank 
himself; Mr. Clarkson was at the bank and there was another solicitor there, I 
just forget his name. i 

Q. Was there-any record made in your Department of the books you took 
and the papers you took? A. I do not think so. 

Q. Why, is that the proper way of doing business? A. No, there is usually 
apes kept, but there are so many documents it would be hard to enumerate 
them. : 

Q. I want to see who is responsible for the loss of these documents; did you 
make any record of what became of the documents when they went out of your 
possession? A. We took a receipt for them. 

Q. Where are these receipts you got? A. We would take from Mr. Clark- 
son and of course after they went into the Police Court, the Police Court clerk 
would have a receipt there. | 

Q. How would the Police Court clerk have the receipt; did your Department 
get any receipt from anybody when you parted with these documents? A. I 
believe we did from Mr. Clarkson from time to time. 

Q. Anvbody else? A. No, when they went into Court we got no receipt. 

Q. Because it seems to me little short of a scandal that these important 
papers should be lost and not to be found? A. I have made every search myself, 
and in connection with this ledger, that ledger we had no record of it beyond that 
it was handed over to the Police Court clerk and the Police Court clerk said he had 
a receipt for it. 
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Q. Do you keep a record or did you keep a record in this case of the docu- 
ments you handed over? A. I do not know that we did of them all. 

Q. I do not quite understand your explanation about these papers that you 
say Mr. Baird had; how did they get back from Mr. Baird into your possession? 
A. I believe Detective Guthrie got them, but I could not say definitively. 

, Q. Because Mr. Hodgins says he got them from you? <A: Yes, I produced 
them here, and I got them that day or the day before from Detective Guthrie. 

Q. Who is the chief of this Department you are in? A. I am. 

Q. Is he under you? A. Yes. 

Q. Do you keep books? A. Yes. 

Q. Perhaps he can give us some information, but it is an extraordinary thing 
to me that a thing like this ledger would get lost and these papers should get lost? 
A. When the ledger went into the Police Court the Police Court were done with 
it, and it is up to the Police Court clerk to take a receipt and he has that receipt. 

Q. Who got it from the Police Court clerk as you understand? A. I think 
-it was Mr. Burns of Mr. Baird’s office. 

Q. Are not the police constables present in the Court to look after these 
hooks? A. We hava nothing to do with the County Court at all. In the Police 
Court, the police look after them until after they become an exhibit, and once they 
become an Exhibit of the Court our duty ends there. 

Q. As I understand it your Department is responsible for every paper that 
was not in as an exhibit, is that so? A. Yes, if we took it away from the bank 
we would be. responsible. 

Q. If so, what has become of this cheque for $3,000 and the letters you have 
been interrogated about? A. My only explanation is they must have gone back 
to Mr. Clarkson with the rest of the property. 

; Q. Mr. Clarkson says not; have these things been permitted to pass out of 
your hands into unofficial place? A. Mr. Staunton, for instance, he was in the 
ease, and he would come in and say “I want to see all those cheques ”. 

Q. Isaid in unofficial place? A. No, they were officers of Court or officers 
of the Crown; no one else had access to them except Mr. Clarkson. 

Q. Where was this cheque for $3,000 kept; it appears to have some special 
significance attached to it; it would not be bundled in with the ‘other cheques, 
where was it kept? A. It was with a number of them. | 

Q. How many others? A. There were quite a bundle of them. The time 
- I asked Mr. Travers about it we were going over in connection with the provi- 
sional board the cheques they had received and were picking them out, and I 
remember distinctly that one with, it was either on the stub or on the cheque, 
there was the letter “C™” on it. 

Mr. Hoperns: In answer to the Commissioner you said that. no unofficial 
person had access to any of the papers in your possession, would that include the 
newspaper reporters or editors? A. No, they would have no access to them. 

~Q. Did they ever have access to them? A. Not while they were in my 
possession. I do not know when they went to the County side of the building who 
had access to them. 

Q. What do you mean by the County side of the building? A. That would 
be Mr. Baird’s Department. 


W. R. TRAVERS. Recalled :— 


Mr. Hopcins: Speaking of the early stages of the bank, you formed the 
acquaintance of a man named Count Gregory pretty early? A. Yes. 

- Q. And he seems to have gone to the bank for a considerable amount of 

money? <A. No, he did not. I lost a little money with him. The circumstances 
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of that were these: I had been working very hard, and my doctor advised me to go 
away for two months, and I could not give up at that time, and he said you will 
have to get into some other recreation or business that will take your mind off 
this bank; and he suggested I should buy two or three horses; and I was intro- 
duced to Gregory in the King Edward Hotel as a good horseman, and I had never 
met him before in my life and had never heard of him, and it ended in my send- 
ing him out to buy two or three horses and finally in a rather mess and lawsuit 
in which I dropped some money. 

Q. How much? A. About $3,000, I think. 

Q. Did you lose more money over Count Gregory than that? A. No. 

Q. Did you lose more on your horses? A. No, that was the loss on the 
horses altogether. I made some money on the horses once or twice. I did not 
go into them for the purpose of making money; I went into them for amusement. 
1 told him he could have all the profits he made out of it at the time. 

Q. Were you raising horses? A. No, buying poor horses in the country, 
and Gregory is a first-class horseman, one of the best I ever met in my life, and 
he would trim them up. 

Q. You had no more than three horses? A. I had eleven; I started him 
out to buv three and he bought eleven. 

Q. He used to get money pretty freely? A. From the bank? 

Q. Yes? <A. No, he got money from me for the horses. 

Q. Do you say your losses were $3,000 in that deal? A. Yes, $3,000 is 
all I lost cn that, not more than that; I am sure of that. 

Q. Did he know anything about the beginning of the bank, how the bank was 
started? A. No, nothing whatever. 

Q. Did any one you ent money to know about it other than whose names 
you have. mentioned as having taken part in making up the list? A. I do not 
know exactly how to answer that question; 1 do not know to whom you refer. 
There were many people associated with me, Mr. Warren and Mr. Stratton and 
others who helped me with that Joan; I don’t know whether they understood the 
true facts or not; they have said here under oath. 

Q. Apart from those who were actively concerned in making up the list, was 
there any one outside who knew about it and used that knowledge to hold you up 
and get money out of the bank from time to time? A. Well, that is a difficult 
question for me to answer. People do not as a rule come in and tell you, “ You 
have got to lend the money or they will do so and so’ 

Q: They have ways of hinting at it that it is better for you to make the 
loan than do the other thing; you were not subjected to that during the early 
period of the bank and throughout its career? A. I would have to see the loans 
{ made at that time to answer that question. 

Q. Some of them you know? A. I have a faint idea that I was a little 
nervous about some people, but I am not quite sure that I could answer that 
just now. 

Q. Could you by looking at the loan docket in the early stages? <A. I think 
1 might be able to do so. 

Q. Are they names you would have to look at? A. I could not say that; 
I could tell you better if I looked. 


Q. Without looking, are you not able to recall the names? A. That is 
a little difficult for me to do, not that I dislike doing it nor do I wish to refuse 
to do so, but I cannot answer that ofthand. 

Mr. Commisstoner: I suppose what Mr. Fede wants to get at is, did 
you part with the money of the bank to people that you would not ‘have given it 
to or lent it to, but you feared if you refused the knowledge that they possessed 
of the internal workings of the bank might be used to its disady: antage? A. I 
answer yes to that, but I cannot just locate the people offhand. 
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Mr: Hopeins: What book would you want to look at? A. At the loans 
that were made the first few months. lf you had a copy of the liability list that 
was returned to me from the Toronto branch once a month as general manager 
1 would know more about it. 

Mr. CuarKson: That ceased in 1907? A. But that is rather difficult is 
it not to draw some people in; I want to assist you, but I hate to draw anybody in 
that way. 

Mr. COMMISSIONER: Of course it is open to this observation while that 
might have influenced you it might not have been the thing that was bringing 
them to the bank? A. You were speaking this morning about the World news- 
paper, and I have been thinking that over and in 1909 there was a suit of some 
kind threatened against the bank, and if 1 remember right Mr. Greenwood sent 
me down a communication regarding that suit, saying that he did not think he 
would publish it, he would not hurt me, and my recollection is that my putting in © 
that I did not fear blackmail was that I had Mr. D’Arcy Hinds at Osgoode Hall 
to get an order from one of the High Court judges to prevent it being put in the 
newspapers. 

Mr. CoMMIssIONER: The issue of the writ? A. Yes. 

Mr. Hoperns: What, was it in connection with that? A. JI think it was 
something about Tevis and Knabe; that is my recollection at the present time. 

Q. What was there about it that would hurt the bank? A. I was afraid 
that if they published the threatened writ at that time—I do not remember just 
ihe terms of it—it would cause arun. I remember writing to two or three branches 
about that time and that is my recollection telling them if anything of the sort 
_ did appear not to pay any attention to it, as it would not amount to anything. 

Q. Had it anything to do with the Keeley Mine investment? A. There 
was another suit in connection with the Keeley Mine threatened by one Mark 
Harris, who bought five shares of the Farmers Bank and he threatened suit. The 
terms of the suit were forwarded to me by James EH. Dey, a lawyer here, which 
were not very comfortable to read, that Mark Harris, on behalf of himself and 
other shareholders, would bring suit to set aside my personal holdings in the Keeley 
Mine as belonging to the bank. I got an order from one of the judges to prevent 
that going in the newspaper. If my recollection is right it is either one or the 
other of those, but I cannot tell which unless I have the date of it. 

Q. While examining Mr. Fielding in Ottawa, he denied entirely that he ever 
had seen any subscriptions, and said if you said he saw them you must have con- 
fused him with Mr. Boville? A. JI saw a synopsis of Mr. Fielding’s evidence, 
I did not see it in full. I hate to dispute his evidence, but I think he is wrong. 
If I remember right, you asked him whether he said anything about Lindsay’s 
subscriptions, to which he answered no. That is absolutely wrong, because he did; 
he pointed it out to me. He is mistaken on that. I hate to dispute him, but I 
am sure I remember that, and it was Mr. Fieldigg, not Mr. Boville. 

Q. He says he had only one interview with you, not three? A. I think 
he is mistaken on that, too, for he stepped outside his door, and I think my evidence 
shows that they were brief; the first one or two interviews, he said he was too busy, 
and then I came back and talked to Mr. Boville about what sort of returns would 
have to be made by the bank at the end of the year—I quite recollect that; I have 
‘ been thinking it over since and I am positive that I saw him twice for a minute 
or two and the third time was the longer interview. 

Q. That was the twenty-minute interview? A. The last time? 

Q. Yes? A. It lasted longer than that, longer than twenty minutes, | 
think. 

Mr. ComMisst0nER: He differs as to the time, too. 

Mr. Hopcins: He said it was about noon on the 30th when the only inter- 
view he admits took place? A. I have been trying to locate the calendar for 
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that year; I spoke to that young bank clerk that went out, to see if he could help 
me with these books to get that clear in my mind, and I was also trying to find out 
the night he delivered his Budget. 

Q. That is the 29th. A. That he delivered his Budget ? 

Q. Yes? A. Then it would be in the morning of the 30th. 

Q. That is what he said, about noon on the 30th? <A. It was after the 
budget that I saw him for the lengthy period. 

Mr. Commissioner: The witness’s evidence was it was about 4 o’clock, and 
in that it would agree possibly with Mr. Guthrie’s evidence. 

Mr. Hopains: You said you saw him in the afternoon about 4 o’clock, and 
you went back to Mr. Guthrie’s office? A. Yes. The evidence I have given I 
think, as far as I can remember, is correct; the first one I could not say whether 
it was the 28th or 27th; I was there all the week. The meeting of the bank was 
on Monday, the 26th, and the morning I saw him, but the second time it was 
the morning of the 30th and then the ‘afternoon would be the longer one; I am © 
not sure whether the longer one was in the morning or the short one in the after- 
noon, or vice versa. 

Q. He is quite positive he had only one interview with you, and he did not 
discuss the subscriptions and when he saw you he had already written a letter which 
had not reached you which you went and got and sent over your reply to or brought 
it back and having got that he ordered the certificate to issue? A. I think he is 
mistaken on that point. He certainly spoke of the number of tie subscribers; I 
remember that well. 

Q. You also said you know that he discussed several of the subscriptions? A. 
He discussed the subscriptions of Laidlaw; I cannot say that he took each one of 
them up, but I remember his speaking to me, asking me what was done in the 
matter, and I said there was nothing in the Bank Act that enabled us to remove 
those, and I had left them on, and there was sufficient without them. 

Q. You did discuss with him generally the question as to whether the money 
put up by the Government had been raised by discount of notes? A. No, I did 
not; I never said that. 

Q. That appears to have been what he discussed with you? A. No. 

Q. That you wanted something in writing? A. The first I heard about 
that was his letter. 

Q. You mean to say he did not discuss that phase of it with you at all? A. 
No, he did not discuss that with me personally to the best of my knowledge and I 
think I am right. 

Mr. Comarsstoner: I do not know that he said that; he said that his request 
was in general terms, he wanted to be sure that everything was correct and accurate 
as stated in the papers; I do not recollect him to have said that he talked to him 
about payment in cash? <A. He should remember speaking about Lindsay’s 
$50,000. . 

Q. He denied that, he said he never discussed any— 

Mr. Hoperns: My recollection of his evidence is that he said he discussed the 
question of the payment up of the amount that was deposited, and that he wanted 
something in writing from Mr. Travers who had said it was all right? A. His 
letter came to me like a thunder-bolt out of blue sky when I got that letter about 
the subscriptions, I remember that quite well, and I went right to Mr. Guthrie’s 
office with it. 

Q. It seemed odd, if, when the whole point of the letter was whether the 
money had been borrowed to put up the deposit to the Government that it should 
not have been mentioned between you and Mr. Fielding? A. I am positive that 
he never said a word on that. 

Q. You still think you had three interviews? A. I still think I had three 
interviews with him. 
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Q. At which interview did Mr. Calvert accompany you? . A. My recollec- 
tion is the morning of the 30th; I cannot fix that entirely, whether that was the 
long one or the afternoon was the short one, but I feel positive Mr. Calvert was 
with me that second interview. 

Q. That would be the first interview on the 30th? A. Yes. 

Q. The morning interview? A. Yes. 

Q. There was both the morning and the afternoon interview on the 30th? 
A. Yes, that is my recollection. 

Q. The day you got your certificate? A. Yes. 

Q. If you saw Mr. Fielding the day before what did you want an introduction 
for? A. J asked Mr. Calvert to go down with me in case I needed his assistance. 

Q. If you had seen Mr. Fielding the day before there would be no necessity 
for an introduction? A. It was not introducing me, he simply went in with me, 
and told Mr. Fielding I was a friend of his. : | 

Q. He was only with you on one occasion? A. Only one. 

' Q.° Would Mr. Calvert be right when he says that the first time he met you 
was in the Russell House by letter of introduction from Thomas Urquhart, and that 
he had never heard of you before? A. I do not think he is right in that. My 
recollection is that Mr. Urquhart gave me a letter to him, but it was not a letter 
of introduction, it was a letter asking him to use all the influence he could to help 
me, but I do not remember that letter as a letter of introduction. 

Q. I asked him how did he become acquainted with you, and he said “The 
first time I met Mr. 'T'ravers was in the Russell House by letter of introduction 
from Mr. Thomas Urquhart.” 
os “Q. Then you had not known him before? A. I never met the gentleman 

efore. $ 

“Q. Did you vouch for him at all to the Finance Minister? A. I knew 
nothing of the gentleman except what the letter said.” 

Q. Had not you been in correspondence with him much earlier in the year? 
A. My impression is yes; but I cannot positively state; I think I saw Mr. Calvert 
_ earlier in Toronto. 

Q. Of course you might have corresponded with him without knowing him, 
but did you know him before you went down to Ottawa? A. My impression is 
I did, and I am trying to locate how. 

Q. Whose handwriting is that memorandum in; is that yours or Lindsay’s 
whose? A. That is mine; there has been something torn off that. ; 

Mr. Commissioner: It may have been in tearing apart a sheet? A. I do 
not think that was in book form. 

Mr. Hoperns: Here is a letter dated as early as July 11th, 1906, from Calvert 
to yourself? A. Yes, this is months before. 

Q. He was writing to you declining to be a director? A. Yes. 

Q. There is a letter here from Mr. Leggatt which speaks of Mr. Calvert as 
early as March, 1906, speaking of having met Mr. Calvert one of your directors; 
did you know him and did he know you long prior to November, 1906? A. I 
eannot locate just at the moment whether I met Mr. Calvert, but my impression is 
I knew him a long time before that. He says here “Dear Mr. Travers”. It is 
not very likely a man that never met me would start his letter off with that. 

Q. Was the earliest transaction that Mr. Calvert had the loan which he spoke 
of as being in 1909, or had he guaranteed a transaction earlier than that? A. 
T think the first transaction I had with Mr. Calvert was in connection with Rabbit 
Mountain Mining Company. 

Q. That was when? A. Early in 1907, if I remember. 

Q. Had he made a guarantee of any kind? A. I think he did in connec- 
tion with somebody else. Mr. Clarkson has the records there. — 

Exuisit 81: Letter of July 11th, 1906, from W. S. Calvert to W. R. Travers. 
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Q. Looking at this letter December 8th, 1908, from Calvert to yourself which 
speaks of the guarantee, what guarantee is that spoken of? A. To the best of 
my recollection Mr. Hamilton and one or two others were getting advances for the 
fiotation of the Rabbit Mountain Mining Company and Mr. Calvert was in the 
background to be guarantee, that is my recollection. 

Q. To whom was that guarantee given, was it in the first place given to the 
bank? <A. Yes. 

Q. Would that be the early part of 1907? A. Sometime in 1907; I may 
be wrong in that. 

Q. There is a document dated April 10th, 1907; “In consideration of the 
Farmers Bank discounting a demand note of $15,000 signed by P. H. Hamilton and 
some others it is agreed that $60,000 stock of the Rabbit Mountain Mining Com- 
pany should lodge as collateral security ”, and so on would that fix the date at all? 
A. Yes, that is the transaction I should say. 

Q. That is not signed by Mr. Calvert. Had you an independent euarantee 
from him? <A. My recollection is that I had, yes. 

Q. That letter that I am putting in on December 8th, would that refer to that 
guarantee? A. This ran along for some length of time and got unsatisfactory. 

Q. Would that letter refer to the guarantee in that Rabbit Mountain matter ? 
A. I would say it would. 

Q. To what extent was there a hability on that? <A. At the time of the 
letter I could not say now. ; 

Q. This letter of December 8th, 1908, from Calvert to yourself winds up 
with speaking of a telegram at Woodstock: “TI trust the telegram was received 
O.K. at Woodstock and that you succeeded to your entire satisfaction”. Do you 
know what that is? A. From memory I would say I had a suit against some 
shareholders in Woodstock on or about that time, and their defence was that Calvert 
did not become a director. I am not positive about that, but very likely I had to 
telegraph him either he would be on hand or some other explanation ; I cannot say 
just now. 

Exuipsit 82: Letter W. 8. Calvert to W. R. Travers, dated Batentes 8th, 
1903: : 

Q. This letter of September 4th, 1909, from Calvert to you would indicate 
that you had a bond in connection with that which he wished you to return? A. 
I presume that is the same transaction. 

Q. He speaks of a bond he wants you to return and then he says his own 
personal account he will settle up at any time? A. There was a personal loan 
made to him as well in between or about that time. 

Q. He says the first transaction he had was in 1909; did you get anything 
out of that Rabbit Mountain thing except payment of what you had advanced? A. 
No, I got the amount advanced at interest. There were three men on that note, 
two of whom were no good; the third man was William Snider of Waterloo whom 
I knew well, knew him to be well off; I knew he was worth the money and I finally 
made him pay it. 

Q. So that you lost nothing? A. I lost nothing; I had to give up that 
stock to Snider. 

Q. What stock? A. That Rabbit Mountain stock. . 

Q. You had to give it up to him for what purpose? A. To enable payment; 
I did not think it was any good at that time, so that.it did not make much differ- 
ence. 

Exuipit 83: Letter from W. S. Calvert to W. R. Travers dated September 
4th, 1909. 

Q. Was Calvert a stockholder in the Rabbit Mountain Mine? A. I could 
not say, but I think so; J think Mr. Calvert and also a lawyer named Bull in the 
Temple Building and Hamilton and William Snider of Waterloo was the principal 
if not the holders of all the stock. 
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Q. Were not you in the syndicate too? A. No, I was not in the syndicate, 
it was simply the profit to the bank for that loan; I had no personal interest in it. 

Mr. CoMMISSIONER: We had some entry in the books about the Rabbit Moun- 
tain Mine? A. When we got this stock we dropped some of the organization 
expenses and put some of the stock in the place of it. 

Q. Put this Rabbit Mountain? A. Yes. 

Q. You had to give itup? <A. Yes, I had to give it up to Snider in order 
to have payment of the $15,000 without a law suit. 

Mr. Hopverns: So that it was not a refuge any more for any of the organiza- 
tion expenses; they had to be put somewhere? A. I suppose we had to put them 
to the Keeley Mine then. 

Q. Will you tell me what you can about this note, do you know what it is in 

connection with? A. I could not say; it has apparently never been put through 
the books. It may have been one of those notes I mentioned the other day as having 
been left behind in the drawer. 
‘  Q. There is just one other little matter; when Mr. Fielding was examined 
he spoke of the Bankers’ Association or the Clearing House having received your 
bank with open arms. I have got the correspondence with Mr. Knight here; you 
had to assert yourself as I read these letters a little bit, in order to get action taken 
with regard to your joining the Bankers’ Association? A. You become members 
of the Bankers’ Association immediately the certificate is issued, but not members 
of the Clearing House. 

Q. This letter perhaps of Mr. Knight’s expresses the thing just exactly as it 
was; just look at that and see if that was the situation then. He says a chartered 
bank becomes a member of the Bankers’ Association nolens volens? A. Yes. 

Q. But that your admission to the Clearing House depends upon the will of 
the majority? A. Depends upon the joining in the combine not to pay any 
more interest than 3% on deposits; that is all it amounts to. 

Q. Did you join in that combine in order to get into the combine? A. 
Yes, I did; I had not any intention of going into the Clearing House; I thought 
it was better to work on the outside; but Mr. Yarker was an old personal friend of 
mine and he came up and showed me the advantages of it and practically coaxed 
me into it; that is the way I went in. 

Q. Would you agree with Mr. Fielding about the open arms of the Bankers’ 
Association and the Clearing House? <A. I cannot say that they opened their 
arms very wide to bring me in. 

Q. What was their attitude ig you? <A. The Bankers’ Association ? 

Q. Yes? A. As an Association I think they put very bitter opposition in 
my way. As to certain members of the Association they were not unfriendly to me, 
but without mentioning names, some of them were very bitter. 

Q. Your joining the Clearing House was in the way you have told us; had 
you to make an agreement? A. I had to sign an agreement there that we would 
not pay more than 3% on deposits and subscribe to some other regulations; I have 
forgotten what they were. 

Q. There was no objection to your going in if you did that?» A. I don’t 
remember any objections raised whatever. It saved them an awful lot of trouble 
rather than coming up to our counter every time to cash every ten dollar cheque to 
have us in there and clear once a day. 

Q. How long were you a member in good standing in the Clearing House? 
A. From the date we joined, whatever that date was; I do not know whether this 
fixes the date or not, perhaps it does, the 24th January, 1907%7—no, it was later 
than this, but until the bank failed. 

Mr. Hopveins I will put Mr. Knight’s letter in. 
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Mr. ComIssioneR: Where is the letter to which this was an answer? 
They had better go together. 

Exuisir 84: Letter of January 22nd, 1907, from Mr. Travers to John 
Knight, Secretary of the Bankers’ Association, and reply by Mr. Knight, dated the 
24th January, 190%. 


GEORGE GUTHRIE, Sworn, Examined by— 


_ Mr. Hoperns: You are a Detective in the Toronto Detective force? A. 
Yes, sir. } 

Q. Your immediate chief is Inspector Duncan? A. Yes. 

Q. He think that perhaps you can throw some light on some documents we 
have not been able to find, one is a cheque for $3,000 and the other is a letter said 
to be written by the Honourable Colonel Matheson to Mr. Travers about depositing 
in the Farmers Bank; they are not among the papers that have passed through my- 
hands? <A. I cannot speak definitely about the $3,000 cheque, I do not remem- 
ber that. We had a lot of cheques. There was such a letter as the Matheson letter 
at least a letter written by Mr. Matheson to Travers, I remember seeing that one, 
but the contents have slipped oy memory, but I remember there was such a letter. 

Q. Where would that be? A. If my memory serves me right that was 
handed over to the Ex-County Crown Attorney, that is the late Mr. Baird, with 
some Maclean letters; they were all on a file. 

Q. You remember you came up with Inspector Duncan the day this Com- 
mission opened? <A. Yes. 

Q. And he produced and handed to me quite a number of papers, all of which 
I have kept here in the bundle which he handed me, which he said related to the 
World account? A. Yes. 

Q. That bundle I did not open until I arrived at the World matter in due 
course. There was no’such letter there and Mr. Travers and Mr. Thompson have 
both gone over that, and cannot find it; who did you get them from? A. I got 
them from Inspector Duncan, that is part of them, and part of them in going over 

the papers and I put them on a file. 
; Q. You thought they went to Mr. Baird? A. Yes. / ‘ 

Q. Before I got them how did you and Inspector Duncan get them? A. I 
cannot say whether they were sent back to Inspector Duncan or not, but I received © 
them from Inspector Duncan, if my memory is right, and put them on a file and 
had that file locked in my locker up to just shortly before you received them. 

Q. How did they come back from Mr. Baird? A. That I cannot say for 
sure. 

Q. Are you speaking of what occurred after they came back from Mr. Baird? 
A. Yes, afterwards. 

Q. Do you know whether that letter was among them then? A. No, I 
cannot say it was, I do not know; and there is another matter there about that 
ledger. When Mr. Clarkson spoke to me about it some little time.ago I went down 
to the Police Court clerk and I asked him about it and he said there was a receipt 
from County Constable Burns to take them over to the other Court and I 
followed them over there and I- searched all over and I found that book in back of 
His Honor Judge Winchester’s Chambers and started down with it to Mr. Clark- 
son’s office. When I got on Colborne Street I looked at the ledger and on the back 
of it was “ Royal Bank of Canada”. I said there is no use my going down with 
that book, I would be only laughed at and I took it and put it back of His Honor’s 
Chambers again. The back of the book had the Royal Bank of on it is 
what deceived me in that book. I had it and started to take it down th 
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Q. Can you suggest where we can send for these? A. I do not know at all; 
lel no idea; I have not another paper of any kind belonging to the Farmers 

ank. 

Q. You have not made any inquiry I suppose as to Mr. Baird’s office or any 
one connected with him? A. JI think I would have found that letter had it been 
there when I was searching for these other papers and this ledger; I got into the 
Crown Attorney’s desk and searched all through. 

Q. The desk at the City Hall? A. Yes. 

Q. Have you spoken to Mr. Burns and asked him? A. Yes, Mr. Burns 
claims he got a receipt from Mr. Clarkson for all the exhibits, although he could 
not have got them all. 

Q. I am speaking of those which are not exhibits? A. No, I do not’ 
_ know anything about them; I did not speak to him about those. 

Q. I wish you would? A. I will; of course I might say these exhibits 
were carried from here to Hamilton to Mr. Lynch-Staunton’s office; I carried an 
armful up one day and left them there, and they were given back in my arms at the 
Union and he said he was going on to Ottawa; and Mr. DuVernet had them after 
that; so that he would lose a lot of sleep trying to keep track of them. 


GEOFFREY T. CLARKSON, Recalled: © 


Mr. Hoperns: What have you to say about the papers? A. The matter 
started this way: I think the second day after I was in the bank the Crown sent 
down to go over the books and papers of the bank in order to get evidence. I gave 
them carte blanche to go in the bank and take whatever documents that they found 
or that they required, and I did not pay attention to it. 

Q. You took possession as curator? A. Yes. I had other things to 
occupy my mind at that time and I was quite content that they should take what — 
papers and documents they wanted; I did not know what they got as a matter of 
fact so far as letters and things were concerned. So far as books were concerned 
1 made it a business to keep a pretty good eye on that because I might need them. 
From time to time I was interjected into this question of getting evidence because 
as far as the bank was concerned, particularly in the head office, all the bank 
things were at loose ends and Fitzgibbon had mislaid his papers in one place and 
another and they could not be found and from time to time I had to do with it 
that way more in the way of trying to impress upon them to find documents. 
That is the way the matter rested. The papers went over to the Crown. Any 
papers I put my hand to and dealt with with the Crown I knew where they went 
to; any that I got back from the Crown I made certain that we had a list of that 
we got back so that we could keep track of them and not be called to account for 
any papers we got from them, and then have it said that we had mislaid them. 
All the papers I had in the shape of exhibits or cheques or letters have been kept 
in the time-lock safe; there is no possibility of any papers that come into my pos- 
session going astray. | 7 

Q. All the papers that have been produced here have been produced from 
your custody? A. Yes; you got all the papers that I have that 1 know of. Of 
course there are the files of the bank and volumes and papers down there. 

Q. You know since the inquiry has been begun they have been either in Mr.. 
Thompson’s hands or mine or in the safe up here? <A. Yes. 

Q. Have you ever seen in going over these papers either of those two parti- 
cular documents that have been mentioned, the letter or the cheque? A. So far 
as the $3,000 cheque is concerned, no, I never saw it; I do not know that I ever 
heard of it; if I did hear of it it did not stick in my mind as anything particular. 
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As far as the letters to the World I remember those very distinctly, but I remem- 
ber having given them over to the Crown or Mr. Baird, and not getting them back ; 
and when some evidence came out in one of the newspapers about it, I did not feel 
it was in the interest of the liquidation to have this made a political football any 
more than was necessary and I sent for those papers and I was then told that they 
never had them, the Crown had not them, and also by the Crown Attorney’s office 
that they never had them. I persisted in trying to find them and they could not 
be found; and then most of them turned up in your hands in this inquiry. In- 
spector Duncan has been more solicitous than anybody in trying to see that those 
papers were kept in order. 


Mr. Hoperns: I have a very large quantity of letters from people who are 
depositors or shareholders in the bank setting out, what is perfectly true, a great » 
deal of misery occasioned by this failure. I do not think that there is any object 
in putting them in unless you care to look at them. 

Mr. COMMISSIONER: I saw a number of them. I suppose they are all on the 
same line asking you to press the investigation up to the utmost in getting him to 
tell all he knew. I suppose if there was any information, there you have used it. 

Mr. Hoperns: Yes. Really there is no information excepting the cir- 
_ cumstances of these various people and the straits to which they have been reduced $. 

and they feel they are not going to get the money they deposited in the bank. 

a Commission adjourned at 3.30 P.M. until Saturday, June 22nd, 1912, 
at 10 A.M. 


Toronto, June 22nd, 1912. 


The Commission was to meet at 10 A.M. to-day, but as the Commissioner 
found he could give two days next week to the hearing, it was arranged to continue 
the sittings of the Commission at 11 A.M., Thursday, June 27th, 1912. 


Toronto, June 27th, 1912. 
The Commission resumed at 11 A.M., at Osgoode Hall. 


PRESENT :— 


Hon. Str WM. MEREDITH, Commissioner. 

FRANK HK. Hopeins, 'K.c., and JoHN THOMPSON, K.C., Rory Cos Use 
the Dominion Government. 

H. H. Dewart, k.c., representing Dr. Beattie Nesbitt. 


DR. WILLIAM BEATTIE NESBITT, Sworn, Examined by— 


Mr. Hoperns: You were president of the Farmers Bank? A. President 
for the first year. 

Q. Do you remember when you took office? A. Well, I think they had an 
organization meeting in the fall of 1906. 7 

Q. It was the organization meeting you were elected a director? A. Yes. 
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Q. The organization meeting was held in November, and you were elected a 
director, and immediately after that meeting, the directors met and elected you 
president? A. Yes. 

. And then you recognize this letter I suppose, Exhibit 37? A. May 
10th, 1910, yes, that would be about four years after that; I recognize the letter. 
Did you read it? <A. Yes. 

Q. Note the date it refers to? A. December 6th, 1906. 

Q. ‘That would be after you became president? A. Yes. 

Q. Is what was stated in that letter correct? A. At the time that I gave 
that letter, as you see there, I was referring to a conversation I had with Mr. 
Travers; there was some case up between him and Mr. Lindsay, and a dispute as 
to their accounts in some way, and he spoke of the matter and I had an arrange- 
ment with Mr. Lindsay by which the $5,000 I received was to come out of his 
commissions. | 

‘Mr. COMMISSIONER: $5,000 in shares? <A. $5,000 cash; I afterwards 
bought shares with it. It did not go out of the bank; it stayed in the bank as far 
as I was concerned; and so Mr. Travers spoke about our meeting at that time and 
told me and referred to the arrangement and to Lindsay giving me the money. 
At that time I practically took his recollection for it in drawing the circumstances 
to my attention and since the investigation has occurred I noticed in the papers 
that Mr. McCorquodale had said he was present at the time that Lindsay was. I 
do not remember McCorquodale being there and it has just put a doubt into my 
mind as to whether I had actually got the money from Lindsay or Mr. Travers, I 
could not swear positively to that now, with the statement of Mr. McCorquodale 
that he was there, because I think I would have remembered; I could remember 
better by men being present than by dates. 

Q. Did you know on May 10th, 1910, what the facts were? A. At that 
time as I say I had a conversation with Mr. Travers and he tried to draw the cir- 
cumstances to my attention and it seemed to me they were about right, I thought 
they were right at the time, but I am not positive now. 

Q. It was rather. an unusual transaction that Lindsay should come in 
Travers’ place and hand you a parcel of Traders Bank notes to the amount of 
$5,000 in $100 dollar bills? A. The arrangement was that I was to get the 
money from Mr. Lindsay’s commissions. 

Q. You ought to remember I think the circumstances? A. I just cannot 
be positive about it. 

Q. Look at the letter again, are you throwing doubt on the statement in the 
letter or are you not? <A. AsTI say as regards the statement in the letter that 
was my recollection when Mr. Travers drew the circumstances to my attention, at 
the time. This is four years after the event occurred, this was several years after 
the event occurred, and in the conversation of Mr. Travers it seems to me that that 
was the right interpretation of it, and I have been trying, endeavoring to recollect 
various things that occurred in connection with this investigation. 

- Q. You are throwing doubt on the accuracy of the statement in the letter? 
A. As regards that portion of it, I would not be positive about it. ! 

Q. What portion of it? A. As regards the actual handing of the money 
by Mr. Lindsay to me. 

Q. That is the whole thing in the matter? A. No. 

Q. It was handed to you by Lindsay? A. No, that is not the whole thing. 

~Q. Was it not a question whether you got it or "Travers got it? A. There 
was no question at that time as to who got the money. 

Q. There was no question you got the money? A. There was no question 
I got the money. . 

Q. Is the question who handed it to you? A. That is all. 

Q. What is the doubt, if it was not Lindsay, who was it? A. As I say I 
would not be positive whether it came right out of Mr. Lindsay’s hands to mine or 
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Mr. Lindsay’s hands to Travers and then to mine, I was in the bank at the time -~ 
and I say I think it is a pretty hard matter to remember where you were several 
years ago, I think I was in the second room, that would be Mr. Travers’ private 
office then. Mr. Lindsay handed Mr. Travers the money and Mr. Travers stepped 
in and handed it to me, or I got it direct from Lindsay, I could not swear. 

Q. That letter was intended to establish the fact that Lindsay handed it to 
you and Travers did not? A. Ido not know about that, the letter was intended 
to establish this fact, because this was the understanding, I had made an arrange- 
ment with Mr. Lindsay as regards that $5,000, I had a previous arrangement with 
Mr. Travers, and I made the arrangement with Mr. Lindsay as regards that $5,000, 
and what I wished to establish was that as far as I was concerned the money was 
coming from Mr. Lindsay, but I do not know just why the letter was put in that | 

shape, because I did not not consider it of any particular importance at the time. 
Q. The explanation of the letter is that you wanted to make it clear that it 
came to you? <A. From Mr. Lindsay. 

Q. And not from Mr. Travers? A. Not from Mr. Travers. 

Q. Travers had recalled the circumstances and pointed out to you what he 
wanted the letter for, to make use of it in the law suit? A. He wanted to use 
it in the law suit. 

Q. _Did you ever give evidence in accordance with that letter in ‘that law 
suit? wy No. 

Q. You remember the castahistaiiee now that you got $5,000 from Lindsay? 
A. I cannot be positive, I won’t swear positively now, whether it was handed to 
me by Mr. Lindsay or Travers. - 

Q. How did it come to be handed to you at all? A. When Mr. Travers 
first talked to me about being connected with the bank the suggestion was that I 
should be a director, and they were in difficulties at the time. 

Q. Who are they? A. The gentlemen who were organizing the bank. 

Q. Who were they? A. As far as I knew, Mr. Travers and Mr. Lindsay, 
and on account of the threatened suit, by 1 think it was a suit threatened by Mr. 
Laidlaw—there was some altercation by Mr. Laidlaw and it was shortly after I 
think the failure of the Ontario Bank, and then the suit or threatened suit, 
whatever the altercation they had with Mr. Laidlaw. ; 

Q. Are you fixing the date when they spoke to you by these two events? 
A. Iam trying to get near the date, and after that altercation with Mr. Laidlaw 
1 rang up Mr. Travers and told him that I was pleased with the way he had held 
up his end of the fight, and anything I could do for him I would be glad to do. 
He came over and saw me, I do not know just how soon after that, and had a talk 
with me and wanted me to become a director of the bank. I told him at the time I 
did not feel that I could subscribe and take the amount of stock required to qualify 
a director; that was $3,000. ‘There was some further conversation, I could not 
say when, and it finally resulted in his saying that if I would be a director that 
he would advance the money; that he was having some large commissions in con-: 
nection with the organization getting the stock, and that he would advance the 
money to pay for my stock as a director, and that I could repay him at my con- 
venience. I then subscribed for $8,000 of stock. 

Q. Would you mind pausing there for a moment, was that interview with 
Travers, your ringing him up over the telephone and discussing it, after that with 
him where he promised to qualify you, the time at which you agreed to become a 
director, does that fix the time at which you agreed to become a director? A. 
Yes, I think so approximately. 

Q. That would be after the Laidlaw fight had been disposed of? A. Yes. 


ww, 


Q. Would you tell me whether previous to that time you had seen any one 
in connection with the bank?” A. I have been trying to place that. I did see 
some one, it was some months, I could not say how many, but I know it was some 
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months before that Mr. Macorquodale came to the Registry Office one day to see 
me about taking stock in the Farmers Bank. I had known him very well, he had 
been a supporter of mine in North Toronto, and he was rather a clever writer in 
some ways, and I rather liked him, and he spoke to me about taking stock, some 
months before, and I think, I could not be positive, but I think he asked me to go 
down with him on the same evening that he spoke to me to see Mr. Travers at 


- the Queen’s and have a talk to him, and I went down with him and I met him 


at the Queen’s that evening, and I met Mr. Travers for a few minutes; he intro- 
duced me to Mr. Travers, and I met him for a few minutes, and we had a little 
talk about the affairs of the bank and one thing and another; and then I left him 
there, and I have an impression that I subscribed with Macorquodale for two or 
three shares—I mean at that time I was doing it with the idea of helping Mr. 
Macorquodale; I thought it would help Macorqudale to go down and meet Mr. 
Travers and he would likewise get some commission from the two or three shares 
subseribed for. 

Q. Two-or three months before you telephoned to Mr. Travers, speaking of 
the Laidlaw matter? A. It was some months before. 

Q. And there was no talk then of your being a director nor of faking any 
stock? .A. There was talk of my taking stock and being interested in the bank, 
and I think Mr. Macorquodale spoke about my being a director, do you see, but 
there was nothing came of it. 

Q. Nothing cameo it at all? AL No: 

Q. Nothing came of it during the intervening months? A. No. 

Q. What was your occupation at that time? A. I was in the Registry 


Q. You were Registrar, were you not? <A. Yes. 

Q. West Toronto or East Toronto? A. West Toronto, I think. 

I asked you that because you spoke of not being in a position to take stock 
to quality to the extent of $3,000; the income from that office was very large, 
was it not? <A. I was using it all. 

Q. It was very large? e Yes, it was about $9,000 at that time. My idea 
was not that I could not afford to take the stock at that time, I could have done 
it but it was not convenient for me; I had other things I wanted to do. 

Q. You were not in such a position you could not have qualified if you had 
wanted to? A. I imagine I could have raised the money if I had absolutely 
wanted to. 

Q. Did you see Lindsay at all between that Macorquodale interview and ‘the 
time you rang up ‘ravers after the Laidlaw matter? A. Not that I can remem- 
ber of at all. | 

Q. Do you know him at all? A. I knew Lindsay as I knew thousands of 
men. 

Q. Had he canvassed you? <A. No. 

Q. I suppose whatever arrangement was made out of which this $5,000 
came, it. was made after your conversation with Travers, following your ringing 
him up on the telephone? A. Yes. 

Q. We have pretty well the date of the closing of that Laidlaw matter fixed, 
so that we can get about the time of the year it was; the suit was begun on the 
23rd October and I think ended on the 28th October; who did you make the 
arrangement with out of which that $5,000 came from Lindsay? A. The matter 
of making that arrangement was this, as nearly as I can remember now: I had 
arranged with Mr. Travers to be a director for the qualification as I say. After 
that—of course I will tell you it is a little difficult in the light of what has occurred 
now, you know, I did not know at the time, I was not aware of the actual diffi- 
culties they were having with their organization, I did not know that the organiza- 
tion that they were figuring on having were running away from them. 
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Q. You told us a little while ago that Travers said there was difficulty owing 
to the Ontario Bank failure? A. He said they were having difficulties. 

Q. J want to know whut arrangement you made out of which this $5,000 
came? A. I made an arrangement after the directorship was arranged, and I 
subscribed for the stock of a director; then the question of the presidency of the 
bank was suggested to me, whether Mr. Travers suggested that first or Mr. Lindsay 
suggested that first I would not be positive now; I had conversations with both 
of them about it. 

Q. Before you go on, you say you arranged with Travers at all events to 
become a director? <A. Yes. 

Q. And the qualification you knew was $3,000? A. Yes. 

Q. And he was to find that? <A. Yes. 

Q. Then you would subscribe for the shares and he would find the qualifica- 
tion? A. Yes. 

(). That was the first arrangement? A. Yes. 

Q. You had better go on and tell your story; there was a subsequent arrange- 
ment? A. Yes. Then, you. see, when the discussion of the presidency arose, 
when I tinally decided to accept the presidency, I arranged with Mr. Lindsay that 
the $5,006 which I received which I was going to use to buy the stock— 

Q. We have not heard anything about your arrangement with Lindsay or the 
offer of the presidency yet? A. I have told you that the question of the presi- 
dency was discussed, whether it was first suggested to me by Mr. Travers or Mr. ~ 
Lindsey I could not say now, which one suggested the fact that they wanted me 
to be president first. 

Q. Somebody did, and there was some discussion as to qualification? A. 
Yes. I talked the thing over with Mr. Lindsay, and Mr. Lindsay said of course 
he would go half and Travers would go half. Now, I said to him, “ Mr. Lindsay, 
as I am going to be the president of the bank I would prefer not to be under, 
as it were, a direct obligation to Mr. Travers, who will be the general manager, 
for my stock”. 

Q. Whom did you say this to? A. Lindsay. “So I want the money for 
the payment that goes to pay my stock to come from your commissions, to come » 
from you”; and further in that connection there was this, that Mr. Lindsay 
wanted the agency for the disposal of the bank’s stock subsequent to the organiza- 
tion; he wanted me to support his application; he wanted the control of the balance | 
of the bank’s stock for a year I think, and that he would receive the commissigns 
on it, and he wanted me to support him for that. I told him I considered that 
was perfectly fair, as he had done hard work in getting the stock placed before the 
bank was organized, and he should have the first opportunity of what would appear 
io us to be easier to sell the stock after the bank was organized and going, and he 
was very anxious to have that arrangement, and so then the arrangement was made 
with him, just in that way, that the $5,000 was to come from him to me, and then 
J was to support his application for the right to sell the stock afterwards. 

Q. Does it mean he secured your influence for the $5,000? A. No, it does 
not mean he secured my influence for the $5,000, but it means that is what he 
wanted, and I considered that perfectly fair for him to have; 1 would have given 
him that anyway. 

Q. It did not enter into that matter with you? A. Not with me. 

Q. You did not want to be under obligation to Travers, whose acquaintance 
you had made a few months before, why were you willing to be under obligation 
to Lindsay, who was only a casual acquaintance? A. Lindsay was not an officer 
of the bank. There was a wide difference between the position of Mr. Lindsay and 
ihe position of Mr. Travers; Mr. Lindsay was not an officer of the bank. 
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~Q. Why should Mr. Lindsay want to make you president and qualify you? 
A. That was a matter between Mr. Lindsay and Mr. Travers; they wanted a 
president, I imagine. 

Q. You were the one who was getting the office, did not you find out why 
these gentlemen were willing to qualify you—you seem to have differentiated 
between Travers and Lindsay and willing to accept the qualification of one and 
not the other? A. I should think it would be perfectly clear why 1 would prefer 
to have my dealings with Lindsay, who would not be connected officially with the 
bank in any way, rather than Mr. Travers, who would. | 

Q. Did you tell Travers so? A. I am not sure whether I told Mr. Travers 
so or not. 

Q. Did you tell him; it would seem to me to make no difference? A. I 
don’t think it would, it should not; I should think Mr. T’ravers would appreciate 
_ the situation as well as I would; I always found Mr. Travers very fair. 

.Q. I suppose you knew that Lindsay was employed by Travers to sell stock, 
and Travers was paying Lindsay commissions and not the bank? A. I do not 
know the arrangement. 

Q. Did you consult Travers and ask him or ask Lindsay? A. I simply 
understood that Lindsay had a large amount of commissions coming to him; I 
also understood that Mr. Travers had some commissions coming to him. 

Q. Then if you made the arrangement you would naturally expect that 
_ Lindsay would hand you the money, whatever it was, when he got it out of his 
commissions? <A. Oh, no; I do not think that that follows at all. 

Q. You understood that Lindsay was working directly for the bank and had 
an independent claim for commission? A. I understood Mr. Lindsay was work- 
ing for the provisional directors of the bank and had claims to commissions for 
stock he had sold. - > 

Q.2 Directly? Au: Yes. 

Q. So that he could qualify you out of hisown money? A. Yes. 

Q. Not Travers’ money at all? A. He could do that, sure. 

Q. Then as I say it would be quite natural he would hand you money direct, 
would it not? A. Ido not know as it would, because I might not be there at 
- the time; he might hand it to Travers to hand to me, for instance; I know myself 
‘he might just as well do it one way or the other, and I would never bother about it. 

Q@. You never had any doubt about the accuracy of the facts stated in the 
letter until you saw Macorquodale’s evidence in the paper? <A. No. 

Q. If before seeing that I had asked you these questions you would have 
said that letter was perfectly correct? A. I probably would, unless something 
else had occurred. | 

Q. Have you told us the reason yet why Lindsay was willing to qualify you 
as president? A. The only reason I: knew was that they felt that if Laidlaw 
succeeded in preventing the organization of the bank they would naturally have 
trouble in collecting their commissions. 

Q. I thought this all occurred after the Laidlaw matter had been got rid of? 
A. The getting rid of the Laidlaw matter did not complete the getting rid of 
trouble, as far as the organization of the bank was concerned. 

Q. It did as far as he was concerned? A. Yes, but not as far as the share- 
holders he had stirred up. 

Q. They were bought off? A. I do not know anything about that. 

Q. You understood all difficulty was got rid of with Laidlaw shareholders? 
A. It got rid of his difficulty with his shareholders whom he had actually been 
in touch with, but as I understood the thing, as it was told me at the time, they 
had been out ‘and stirring up trouble with all the shareholders I think out in the 
section of Milton. : 
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Q. Am I right in assuming from what you said that the arrangements with 
Lindsay were after Laidlaw had been got rid of and the telephone message sent 
to Travers? A. The telephone message was sent to Travers some time during the 
stuff that appeared in the newspapers in reference to the dispute between Mr. Laid- 
law and Mr. Travers; I cannot say now whether the telephone message was sent 
after ‘l'ravers had completely got rid of the Laidlaw incident. 

Q. Mr. Travers says so? A. I am not positive myself. 

Q. He says you first appeared after the Laidlaw suit was disposed of, called 
him up by telephone and congratulated him? A. Well, I am not positive about 
that now myself. 

Q. What was the reason that you can give for Lindsay qualifying you? A. 
I can only give you the reason that I have given you, that I understood—you see 
as I understood the situation then the getting rid of the Laidlaw suit did not 
make things plain sailing for them by any means; the stirring up of this matter 
had alarmed men who had promised to be directors, and in consequence of that 
they wanted to be sure that they would be able to carry on the completion of the 
organization of the bank. 

Q. Who did they mention to you as directors that had been frightened off? 
A. I cannot say there were any directors mentioned that had been frightened off; 
1 do not think you are justified in using that term. 

Q. Well, would not act in consequence? A. As I remember now there are 
only two or three names I can recall. There was Ivey was one name, and the only 
name that I remember asking about whether he would be a director or not was 
Major Beattie, of London, because I knew the Major very well, and I was very 
pleased to see his name on the list of directors, and they said that on account of 
the failure of the Ontario Bank and trouble that had been made by Mr. Laidlaw’s 
threatened action and that sort of thing, that they were having trouble in getting 
men who had promised them to become directors before to stand by their promise. 

Q. Did you see your opportunity to become president and get your qualifica- 
tion provided? A. Nothing of that at all. I had unfortunately told Mr. Tra- 
vers when I telephoned him that I would be glad to help him; I have always 
tried to help any man I said I would help, and I got started in with him, and when 
I got started in with him I stayed; that is all there was to it. 

Q. What was your qualification to be when you agreed to be president? A. 
$5,000. 

Q. Travers said you talked of $10,000 being the proper amount? A. That 
was subsequent. 

Q. You arranged with Lindsay for $5,000? <A. $5,000 was the arrange- 
ment I made first when I arranged to become president. | 

Q. What was to become of the $3,000 that Mr. Travers was to find for you? 
A. There was nothing said as to what was to become of the $3,000; I presunie 
that was arranged between Travers and Lindsay. 

Q. You arranged to take up $5,000 and Lindsay to qualify you; what did 
you tell him of Travers’ offer to qualify you to the extent of $3,000? A. At the 
time I wrote this letter, and J was speaking to Mr. Travers, in writing the letter 
I said, “ Now, as regards that letter, I said 1 had the impression from a subsequent 
conversation with Lindsay that he expected this $5,000 would be charged up to your 
expense account, and that it really would not come all out of him, and I did not 
want to deal in the matter, and Mr. Travers told me that was correct at the time 
I wrote this letter, that $5,000 was charged up to their expense account as between 
them. 

Q. Whose expense account? A. Mr. Travers and Mr. Lindsay. 

Q. What is the meaning of that “Charged up to their expense account ”— 
do you mean the bank’s expense account? A. No, it had nothing to do with 
the bank. 
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Q. They had no expense account? A. I understood from Mr. Travers that 
they had at this time this letter was given; I talked the matter over with him; I 
understood in connection with the taking of their stock subscriptions, whatever 
expenses they were put to, the travelling expenses and all that. sort of thing, was 
first taken out before they made their arrangement. 

Q. Out of commissions? <A. Yes. 

Q. And that this would be taken out of commissions? <A. Yes. 

Q. That would come out of them would it not? <A. Yes. 

@. I do not understand this charging up the expenses if it comes out of the 
commissions? A. It was their expenses. 

Q. It was on account of the bank’s expenses was it not? A. No, nothing 
to do with the bank expenses. 

Mr. CoMMissIoNER: lindsay was giving him the money, and as between 
Lindsay and Travers, Travers would bear half of it; that was the effect of it. 3 
_ Mr. Hopeins: Was that your understanding, that Travers was to pay half 
of it? A. That was not my understanding at the time. 

Q. Was it at the time you wrote the letter? A. Yes. 

Q. Now, come back to the question I asked you before, when Lindsay had 
agreed to qualify you to the extent of $5,000 what did you tell Travers, what 
arrangement did you make with him in regard to his offer to pay up $3,000! (eee 
I did not make any arrangement at all that 1 remember of. 

Q. Does that stand good too? A. No, because the first arrangement that 
I made with Travers was that ‘Travers was not giving me that money, he was 
advancing the money and I was to pay it back at my convenience. 

Q. What about Lindsay, it was a regular gift was it? A. As far as Lind- 
say was concerned the money came to me. 

Q. Was ita gift? A. It was a gift to me. 

Q. That would relieve Travers? <A. Yes. 

Q. There was no reason why half of Lindsay’s amount should be charged to 
‘Travers? A. ‘There was no reason, no. 

Q. And no communication with him before you accepted the office of Presi- 
Gente ea = Wo: 

Q. So that on December 6th it would be perfectly right for Lindsay to. pay 
you that direct out of his own commissions? A. Yes, as far as my arrangement 
with him was concerned. 

Q. What did you subscribe for? A. I subscribed first for $3,000 of stock. 

Q. When was that? A. During that time, I could not tell you when. 

Q. During what time? A. During the time I rang up Mr. Travers and 
shortly before the bank was organized. 

Q. If it appears dated before the 22nd October then that would be wrong— 
if the Laidlaw suit was got rid of on the 28th October and your subscription appears 
dated previous to that, it would be wrongly dated would it not? A. Yes. 

Q. You say you subscribed for $3,000 first? <A. Yes. 

Q. And did you subscribe for any more later? A. As distinctly as I remem- 
ber I subscribed first for $8,000 and then I subscribed for $5,000; that ‘was on the 
arrangement to be President; and then later on, later than that, I think I sub- 
scribed for $10,000. 

- Oy nar would be three separate subscriptions? <A. Yes. 

Q. $3,000 would be in accordance with the arrangement with Mr. Travers? 
A. Yes. 

Q. The $5,000 in accordance with the Lindsay arrangement? A. Yes. 

Q. And then would the $10,000 be in addition, making $18,000 altogether? 
A. No, that was more a consolidation as it where. 

Q. If that appears on the Government Return sent in on the 21st of Novem- 
ber it would have been made before that. 

Mr. Dewart: The 27th of November. 
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Mr. Hopcins: Yes, sent in on the 27th of November, it would be before that? 
A. JI do not know anything about the Government Return sent in on the 27th 
November. 

Q. It appears in the Government Return sent in on the 27th of November, 
rt would have been made before that? A. Yes. 

Q. Was the $3,000 subscription made before you telephoned Mr. Travers about 
Laidlaw? A. No. 

Q. You appear to have crowded three subscriptions into a month? A. 
These various arrangements were going along at the time. 

Q. Did you know anything about the Laidlaw suit other than what you saw 
in the paper? A. Nothing except what I saw in the papers and what Mr. Travers 
told me. 

Q. When he told you that it was over? A. After I saw him. 

Q. When it was over? A. I cannot be positive whether it was over or not. 

Q. At all events this interview that you had after telephoning him? A. Yes. 

Q. When you did see him he explained to you, or did you display any curiosity 
as to what Laidlaw’s suit was about? A. I do not think that I bothered much 
about it. I had had a little difficulty, Mr. Laidlaw and myself, before, and I was 
rather pleased, and that was all there was to it. . 

Q. Rather pleased that it was disposed of ? A. No, I did not know anything 
about its disposition, I was rather pleased that Travers came out on top.. 

Q. That is what he says, that you telephoned him and rather congratulated 
him on the way it came out. You having agreed to accept the office of President 
you subscribed I suppose for the $5,000? <A. Yes, that is my recollection. 

Q. Previous to that you had subscribed for the $3,000? <A. That is my 
recollection. . 

@. And you I suppose took some interest in the concerns of the bank, having 
agreed to become its President? A. Mr. Travers showed me a letter of recom- 
mendation from Mr. Fish who had been General Manager of the Merchants Bank 
in Montreal, and I accepted largely Mr. 'Travers—of course I had met him several 
times and T do not think anybody will deny his social qualities, and J liked him, 
and his letter from Mr. Fish recommended him very highly, and I accepted any 
statements he made to me as being from a man qualified to speak, being from a 
thoroughly honest and reliable man; I knew nothing about banking myself and 
was busy with other enterprises at the same time, and I cannot say that I paid any 
very particular attention. I accepted largely what Mr. Travers informed me was 
the right and proper thing to do in the organization of the bank. 

Q. At that time you were President of two other companies? <A. Yes. 

Q. Which were the two? A. The C. H. Hubbard Company and the Clerk 
Manufacturing Company in Gravenhurst. 

Q. You had been President of both of them? <A. Yes. 

Q. You knew the duties of a President? A. Well I was acquainted with 
the duties of President as far as an ordinary company was concerned. 

Q. You had actively performed the duties of President in these two companies 
for years? A. Yes. 

“Oh Ua accepting the Presidency of the bank I am asking you if you took any 
active interest in its organization? A. The organization, you see everything 
was practically completed. before I came in at all. 

Q. What was completed? A. I understood that they had at the time I 
accepted the Presidency, I understood they had their money ready to deposit with 
Ottawa, they had the necessary number of stock subscriptions, and that they were 
ready in every way to meet the requirements of the law. 

Q. You understood they had their money ready to deposit? A. Yes. 

Q. Did you understand it was deposited? A. I could not be positive just 
now, I understood the Government required them to have $250,000 and that they 
had the $250,000 and everything was ready and proper in connection with it that 
was necessary to be done. 
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Q. Did you understand that Laidlaw’s action attacked the bona fides of the 
raising of that $250,000? <A. No. 

Qo; Did? not they tell you so? A. No. 

Q. Did you know anything about the raising of the $250,000? A. I under- 
stood it was paid in by the subscribers to the stock. 

Q. Did you make any inquiry? A. I inquired from Mr. Travers, and he 
told me this money had been paid by the subscribers to the stock; everything was 
perfectly legitimate and right. 

Q. He told you it had been paid in by the subscribers to the stock; did he 
tell you the way in which that had been done? A. No, I did not question the 
way it would be done; there was one normal way it appeared to me to be done. 

Q. What yas that? A. For the subscribers to send in their cheques. 

Q. Did you examine the bank book to see? A. No. 

Q. Did you ask to see the stock list? A. No. 

‘Q. What did you do after accepting the Presidency and down to the time of 
the meeting which was held at which you were formally elected, what did you do to 
find out how things stood? A. I did not do anything to find out how things 
stood, except here was the statement shown to me by Mr. Travers, Mr. Travers told 
me “I have so much money”, and he says, “ Here are my list of subscribers ’”’— 
he had a long list of subscribers; I did not go through that list to verify each one; 
I think he had about 650 subscribers, there were several hundred, it was a large 
number I remember; and showed me that was his list of subscribers and that he 
had this money. 

Q. That is he went that far in demonstrating his good faith, he produced 
alist of subscribers? A. Yes. 

Q. Was your name on it? A. I cannot say whether my name was on it or 
not or how that would be; this was the list of subscribers he showed me—the only 
list I remember was the list he showed me before I had actually completed my 
_ arrangements to become president, what he showed me was prior to my subscrip 
tion as I remember now. 

Q. Your subseription for how much ? A. I think it was prior to any sub- 
scription I made. ) 

Q. Prior to the $3,000 subscription? A. I think so. 

Q. Naturally you: would not expect to see your name on the list? <A. No. 
I only actually agreed—I think at the final arrangement when I agreed to become 
president it was only a few days before the bank was organized. 

i. 2 What do you speak of as the organization of the bank, that meeting? 
es. 

Q. That meeting at which you were elected a director? A. Yes. 

Q. You thought that was only done a few days before? A. A very few 
days before. 

Q. Your $10,000 subscription then would follow that; would that be before 
the organization meeting? A. Yes, that would be before the organization 
meeting. 

Q. Would $5,000 be before the organization meeting? A. Yes. 

Q. And the $3,000? <A. Yes. 

Q. Would that be in that few days or would not the $3,000 be considerably 
earlier? A. The $3,000 would be a little earlier than-that. As near as I can 
remember now, once I arranged, agreed with Mr. Travers to become President, 
that the succeeding events transpired very rapidly. 

Q. You would be wrong in saying that that list which he showed you would 
not contain your.name on it for $3,000 if you had subscribed that before you 
agreed to become President, it ought to have been there, should it not? A. No, 
that would not follow. 

Q. Travers puts your acceptance of the Presidency as the middle of Novem- 

ber? A. I cannot just say when it was myself. 
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Q. And he says you gave your signature so that it could be forwarded to 
Ottawa where they were getting the bills printed? A. Yes. 

Q. You knew, of course, enough about banking to know that immediately 
the certificate was oranted, if you had paid up — you could issue the cir- 
culation Pe Acs¥ ea: 

Q. So that this signature of yours would be necessary some time in advance 
of that? A. Yes. 

Q. Does that assist you at all in the date at which you made these arrange- 
ments? A. I remember that Mr. Travers was in difficulty about the signature 
of his bills, I remember that discussion that he had to have the signature go down 
to Ottawa by a certain date in order to have the bills printed in time for him to 
do business and I think he told me he had arranged with Colonel Munro to be 
President, and that Colonel Munro was to wire him by a certain time and if he 
did not wire him by that time that he could not get his bills signed and be ready; 
I think that was about the time I agreed to become President. 

Q. Would that be about the middle of November? A. I connot tell you 
that. Colonel Muro wired; the day I signed the bills, Colonel Munro wired, we 
got a wire in the afternoon saying he would be down at night with Mr. Travers to 
the Rossin House. I went down with Mr. Travers to the Rossin House that evening 
and met Colonel Munro and we explained the situation to Colonel Munro, and Mr. 
Travers explained about the necessity of having the signature in time and being _ 
disappointed because he did not hear from him, and then IJ explained to Colonel 
Munro that I had accepted the Presidency in the meantime to help them out and 
that I was not particularly anxious for the Presidency, but if he would take the 
Vice-Presidency of the Bank at the end of the year I would retire from the Presi- 
dency and he could be elected President. Then after some conversation it was 
arranged there that he would take the Vice-Presidency, and at the end of the year 
I retired and he was elected President. 

Q. What did Travers say about the Trusts & Guarantee Coiinanin 

Mr. Dewart: I did not know my learned friend intended to go into that. 
Dr. Nesbitt is under several charges in the police court, and that particular 
Trusts & Guarantee Company deposit or questions that arise out of it form the 
crux of the charges against him in the Police Court. I do not want to claim 
privilege, but I thought perhaps my learned friend would think it would not be 
sae) to go into matters that raise the subject of a charge against Dr. Nesbitt else- 
where. 

Mr. Hoperns: I do not see any reason why Dr. Nesbitt should not answer? 
A. I have no objection to answering. 

Mr. Dewart:—Except the suggestion of being fair to a man that is under 
charge elsewhere I have no objection to answering that question as regards anything 
that occurred after the organization or anything that occurred after the organ- 
ization meeting. Mr. Travers stated he had told me about the loan from the 
Trusts & Guarantee Company the day previous to the organization. Mr. Travers’ 
memory must be at fault, because if Mr. Travers had told me that a part of the 
$250,000 that he had to get his certificate had come by way of a loan from the 
Hon. J. R. Stratton and the Trusts & Guarantee Company, a man whom I 
had been haga opposed to all my life, very bitterly opposed in the 
Gamey case, I would not have any connection with the bank. I am quite 
positive he never told me a word about it before. 

Q. Did you inquire where the money came from? A. I cee the 
money came from the subscribers in regular and legitimate way.. 

Q. Did you make any inquiry? <A. I asked if the money came from the 
subscribers in a legitimate way and was told it did. 

Q. You may have been told that he got a loan on. subscribers notes? A. I 
was not told anything about getting a loan. 

Q. Whatis that? A. I was told nothing about getting a loan. 
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Q. Quite sure of that? <A. Yes. 

Q. You say that he said he told you that the day before the organization 
meeting, is that what he said? A. I said he made that statement in the Police 
Court the other day. 

Q. The day before? <A. Yes, sir. 

Q. Were you at the organization meeting. A. Yes. : 

Q. Do you remember a report being presented that the Provisional Directors’ 
expenses were over $40,000? A. I cannot remember what was presented there 
now, whatever appeared in the minutes is what was done. 

Q. Did you make any inquiries as to where that money came from, how they 
raised the money to spend that amount? A. No, I did not make any inquiry 
about that; any company I had ever been connected with we always had expenses 
of organization. 

Q. Did you inquire from Travers anything about the subscribed capital? 
A. I just took Travers’ statement for the subscribed capital. 

Q. You are a business man? A. Well, some of the papers say not. 

Q. What do you say; there is an opportunity to correct that now? A. I 
am not looking for opportunities. 

Q. You were not practising your profession, you were engaged in business at 
this time? A. I was engaged in business at that time. 

Q. You had had to make use in your companies of banking facilities? A. 
Yes. 


Q. Did you make any inquiries as to how much capital Travers had got sub- 
scribed for this new bank before you went into it? A. Certainly I asked him 
how much he had subscribed. 

Q. What did he tell you? A. JI cannot remember now. 

Q. Half amillion? A. It was over half a million. 

Q. Did you interest yourself to see how the half million was made up? 
A. I cannot say I went into details. 

: A. Did you make any inquiry into the details to see if they were bona fide 
subscriptions? A. I looked over the list and it appeared to be a bona fide list. 

Q. If you had seen W. J. Lindsay down for $50,000 what would you have 
thought? A. Ido not remember seeing W. J. Lindsay down for that. 

Q. If you had, what would you have thought? A. I would: have asked for 
‘an explanation. ; 

Q. Did you make a perusal of the list? A. Yes— 

Q. For the purpose of finding out things were bona fide? A. Of the list 
that he showed me; as I say, before I arranged to become a director. 

Q. Did the list contain any statement as to-the amount paid up on each 
share? A. I cannot remember now what it contained. 

Q. You paid nothing of yours? A. I had not subscribed at that time. 

Q. Did you make any inquiry as to whether the notes had been given by any 
of the subscribers? <A. No. 

Q. Then did you go into the Bank Presidency blindfold? A. When you 
have a man that you suppose is thoroughly competent to handle bank affairs and 
have the highest recommendations of him, and do business, you know nothing ~ 
about yourself you have to go into it blindfold to a certain extent. 

Q. You had a reputation at that time to take care of? A. Pretty hard to 
say so by the papers.. 

Q. Was it not of importance to you if you were connected with the bank, that 
the bank should be successful? (A. Very important. 

Q. And have you told me all the precautions you took to find out? <A. I 
took all the precautions I thought were necessary, tgusting Mr. Travers. 

Q.. Have you told me all the precautions you took to find out the bona fides 
of the subscriptions and whether the capital was sufficient to carry on the bank? 
A. When Mr. Travers showed me the list of subscriptions, I looked over them to 
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assure me they were bona fide subscriptions, and the thing that struck we par- 
ticularly about the list was that they were for small amounts and distributed over 
a large number of shareholders, and it seemed to me, as he pointed out to me, 
the fact that they had got their stock so widely and well distributed would tend to 
bring business to the bank, and he had a deposit, I do not remember how he showed 
me the $250,000, but I know I was absolutely satisfied he had $250,000 of cash . 
and— 

Q. I was going to ask you if he showed you the bank book? A. I cannot 
remember whether he showed me a letter or what, but at the time I was satisfied 
he had. 

Q. What do you mean by a letter? A. For instance, I might go to a 
banker and get a letter that I had so much money to my credit there, and I can- 
not just say how he showed me, but he satisfied me that he had $250,000 in cash. 

Q. _ Did he satisfy you by the production of the bank book and are you able 
to say in the bank book, which would be an independent source? A. I cannot 
tell you how it was I was satisfied at the time. 

Q. You told me the precautions you took to satisfy yourself? A. I have 
given you to the best of my recollection all the occurrences of several years ago. 

Q. This would all occur within a few days prior to the organization meet- 
ing? <A. It would be somewhere about there. 

. You, I suppose, must realize that when you subscribed for the stock, the 
$5,000 and the $10,000, you were not treating the other shareholders fairly if you 
did not pay up your share? A, Well, my share was arranged to be paid for and 
the stock did not have to be paid for at the time it was subscribed ; there was only 
a percentage to be paid for at the time. 

Q. If he had all this stock subscribed, what was the object of your subscrib- 
ing two or three days before the organization meeting to the extent of $10,000? 
A. We had arranged $5,000 first, you see, and then Mr. Travers considered that 
it would appear better for the president to hold $10,000 worth of stock. 

Q. Had you any arrangement as to qualification on that? A. Well, as 
regards that I was to pay for the extra $5,000 myself. 

Q. You had arranged to finance that? A. I had not arranged to finance 
that at that time. 

Q. You would arrange to finance that? A. Yes. : 

Q. You were willing to take the extra $5, 000 at that time? A. Yes, and 
pay for it myself. . 

Q. Travers says he told you about borrowing the money and in your talk 
you thought the president ought to have $10,000 stock instead of $3,000, the sug- 
gestion came from you? <A. Well, of course— 

Q. Ishe right? A. He is not right in that respect. The suggestion came 
from Mr. Travers to my having $10,000. 

Q. That you should have $10,000? <A. Yes. 

Q. Did not that make you suspicious that he had not quite got his list com- 
plete? A. Oh, no; there was no reason for that at all. As Mr. Travers put it 
to me, it was perfectly fair and I had the utmost confidence in Mr. Travers. I 
think anybody that would associate with him at that time would have. I know I 
met Mr. Fish personally afterwards, and Mr. Fish gave me the very highest testi- 
monial of Mr. Travers as to his probity and in every way he could not speak more 
highly of Mr. Travers. 

Q. After the organization meeting you knew a certificate was being applied 
for? A. Yes. 

Q. And you knew it waggot? <A. Yes. 

Q. And almost immediately after that you got this $5,000 from Lindsay? 
BscN Bs. 


Q. Did you take it out of his commissions? <A. Yes. 
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Q. Did you know what he got his commissions out of? A. He got his 
commissions from the sale of stock. 

Q. Out of the tapital stock of the bank that had been put up to the Govern- 
ment? A. Not that I knew of. 

Q. You knew that $250,000 had been paid up, as you stated? A. Yes. 

Q. You knew when the certificate was granted it would come back? A. 
Come back to the bank. 

Q. You knew the bank had not begun business? A. No. 

Q. Out of what could it come except the capital stock that was paid up? 
A. I do not think I considered how it came. They were of course receiving 
moneys all the time from subscribers. ; 

Q. That would be capital stock, would it not? A. That would be capital 
stock. 

Q. What was the private arrangement referred to in this letter you had with 
Lindsay?. A. That was simply the arrangement that the $5,000 of my stock, 
the $5,000 that I took, he would give me $5,000 out of his commissions with 
which I should pay for the stock. 

Q. Why was it drawn out in these bills and brought in and passed to you 
or to Travers, whichever you like, in money instead of a cheque being given so that 
it would be clear what the transaction was? A. I cannot say just why it was 
done in that way. 

. Q. It is a large amount for Saturday afternoon is it not? A. I do not 
know just what day it was. 

Q. Lindsay said it was Saturday? A. I do not know, I do not remember. 

Q. Can you account at all for his bringing it in bank bills? A. I do not 
know as there is any way of accounting for it; it was done in that way. 

Q. What did you do with it when you got it? A. My recollection is that 
I deposited it. 

Q. What bank? <A. In the Crown Bank. 

' Q. Then what became of it there? A. Then J gave a cheque on the Crown 
Bank. 

Q. Towhom? A. The cheque was to—I cannot remember; I tried to find 
the cheque and I cannot find it, I have not been able to find it; my stuff was all 
jumbled up and there is the difficulty, I do not know just who the cheque was 
made out to; I remember when I brought the cheque in to pay for the stock that 
Mr. C. A. Brown, Bradstreet’s solicitor, was sitting with Mr. Travers talking to 
Mr. Travers, and I think I remarked to him that that was a cheque on my stock. 

Q. Mr. whom? <A. Mr. Brown; or Mr. Travers remarked to him, I have 
forgotten just how it was, as near as I can remember. 

Q. Is that what you did with it? A. That is as near as I can remember 
what I did with it. 

Q. What became of it after that when you handed Travers the cheque? A. 
The cheque went into the Farmers Bank in payment of my stock. 

Q. Payable to him? A. I do not remember whether the cheque was pay- 
able to him or to the bank; whatever was the right way to make it out at the time 
would be the way it was made out. The cheque was in payment for my stock, 
and whatever was the correct way to make it out at the time, whatever was sug- 
gested to me as being correct— 

Mr. Drwart: I see the sixth would be on Thursday. 

Mr. CoMMISSIONER: We have that date explained that it was not a Saturday. 

Mr. Hoperns: My question should have been it was unusual I suppose on 
any day even if it was not Saturday? <A. Well. 

- Q. What is the object of going through that form of paying you the money 
and taking it to your bank and giving a cheque to Travers? A. I cannot say 
whether I gave a cheque to Travers or gave it to the bank. 
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Q. You handed it to Travers? A. Yes. 

Q. Have you looked for the cheque? A. Yes. 

Q. And does your Crown Bank account on that date show the payment of 
$5,000 shortly after that date? A. About that date. 

Q. Was that the only payment you ever made on the stock? A. On the 
$10,000? _ | 

Q. Yes? <A. No, there was another payment made. 

Q. On what? <A. Another payment of $5,000. 

Q. «ater .on'? A.» Yes: | 

Q. In the first place, we will come to that later on, did you ever secure the 
eancellation of the three subscriptions you made? A. I cannot remember now 
just what happened to the previous subscriptions, as I say it was all done in a 
short time. : 

Q. You never paid anything on the $3,000? A. Mr. Travers was to arrange 
the payment of the $3,000. 

Q. You never paid anything on that? A. No. 

@. You never paid anything on the $5,000? A. Well, the $5,000 was paid. 

Q.. In what way? A. In this way that I tell you; I think I made a pay- 
ment somewhere, I cannot find the records now, and I certainly cannot remember ~ 
the details just accurately how things occurred then. 

Q. ‘This $5,000 from Lindsay was paid up on the $10,000 subscription you 
say? A. It was paid on the—as I understood the thing that Mr. Travers was 
first taking care of the $3,000 subscription that I subscribed with him originally 
for as a director, and that he was going to take care of that. 

Q. That is that he was going to pay it up? A. Yes, and I was to pay 
him back. . 

Q. Aad Lindsay was to have taken care of the $5,000? A. Yes. 

Q. Was this $5,000 paid applied on it or on the $10,000? A. I could not 
say any tine about how it was applied or what the bookkeeping was. 

Q. -How did you intend it to be apphed? A. I intended it to be applied 
as payment on the $5,000. 

Q. Was there ever any payment on the $10,000? A. Of course that would 
apply to the $10,000 as the $5,000 that I paid went on my subscriptions; the sub- 
scriptions were changed. | 

Q. By whom? A. I made a subscription first for $3,000 and then for 
$5,000, and then it was consolidated at $10,000; I cannot say that the $5,000 was 
payable on this $5,000 subscription, because at ‘the time it was paid there was a 
subscription for $10,000, but the $5,000 was in connection with the $5,000 sub-— 
scription that [ had ori ginally arranged; that was how I came to get that, how I 
had that amount in my mind. 

Q. Did you get a receipt for the amount that you paid on this stock from the — 
bank or from Travers? A. I got a stock receipt. 

Q. Showing what, payment up of $5,000? A. I cannot tell you now what — 
it was. 

Q. You became aware J suppose that returns would have to be made at the 
end of the year, did not you, according to the Bank Act? A. Yes. 

Q. They would start to prepare that shortly after the 6th December would | 
not they? .A. I do not know when they would start to prepare it. } 

Q. Did not you know? <A. I saw nothing of the return until it was pres-— 
ented to me for signature. | 

Q. Is that the return up to the 31st of December. 

Mr. Dewart: That is the subject of a distinct charge and I must urge that 
my learned friend in fairness should not go into that when the Doctor has to stand — 
his trial upon it in the Fall. I had thought that was the position he intended to 
take. 


a 
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Mr. Hoperns: I may say frankly I cannot undertake to limit Dr. Nesbitt’s 
examination because he happens to be under a charge; if he is to be any use to the 
inquiry at all I suppose he has to answer the questions asked. 

Mr. Dewart: The matters regarding which he is charged are quite specific 
in their character; they relate as my learned friend well knows, to the monthly 
bank returns made on the 31st December, 1906, and the return made at the end of 
January and February, 1907, and also there is the fourth charge relating to what 
has been termed a special return in May. With reference to the circumstances 
relating to these, which my learned friend is now going into, when Dr. Nesbitt has 
been committed for trial and has to stand his trial upon those charges in the Fall, 
I do submit it would be manifestly unfair to ask the Doctor now to make a statement 
with reference to those matters, and I ask your Lordship to rule that so far as this 
Inquiry is concerned my learned friend should not deal with those matters. 

Mr. Commissioner: I cannot rule that; the inquiry is entirely open. It is 
for Mr. Hodgins to say. I do not myself see how they are very relevant to this 
inquiry. I am not trying anybody for making false returns. My duty is specific. 

Mr. Dewart: I had conceived that the question of whether Dr. Nesbitt did 
or did not knowingly and wilfully make false returns did not particularly concern 
this inquiry. What was done at the time of the organization I can well understand 
is the general subject of inquiry; but the question as to whether a certain return 
made was to his knowledge false or not, I do say, and I ask my learned friend in 
all fairness under the circumstances in which Dr. Nesbitt is placed that he should 
not go into that branch. 

“MR. Hopeins: It places me in rather a farcical position that the inquiry 
should be closed without Dr. Nesbitt’s evidence. 

Mr. Commissioner: How does this inquiry as to whether he knew the return 
was false, or whether he did not become relevant to my inquiry as to the circum- 
stances attending the issue of the certificate and the causes of the failure of the 
bank? 

Mr. Honcrns: I am not desirous of pressing it if you, Mr. Commissioner, 
think it is not necessary for your inquiry. 

Mr. Commissioner: I would like to hear how you think it is relevant. 

Mr. Hoparns: I should have thought, and I do think that the actions of Dr. 
Nesbitt, Travers and others in connection with the obtaining of the certificate 1s a 
matter to be inquired into. 

Mr. Commissioner: Undoubtedly, nobody has suggested anything to the 
contrary. | : 

Mr. Hoperns: Then my learned friend’s objection is premature. 

Mr. Dewartr: No, because you asked with reference to the return on the 31st 
December. 

Mr. Commissioner: That is subsequent to the certificate. 

Mr. Hopains: Yes; I had not asked him anything about the details of that. 

Mr. Dewarr: The reporter has the question on the notes. 

Mr. Hopeins: However, if you think it should be limited to the question 
regarding the certificate, that will suit my purpose altogether. 

Mr. Commissioner: I would like to hear some suggestion from you as to 
how it tends to show how the bank came to grief, the causes of failure—has that 
anything to-do with it at all? 

Mr. Hoperns: The Commission as I recall it, reads that inquiry is to be made 
into the circumstances of the granting of the certificate. 

Mr. CommissronER: Do, not let us get mixed; the granting of the certificate 
is wide open, and then after you pass that it is the question of the relevant facts, 
bearing upon the causes of the failure of the bank. 

Mr. Hoperns: JI had not asked that granting of the certificate; my question 
was entirely germane to that, and was intended to be so, and if it appears to be 
dealing with the later return then we may get over this difficulty without further 
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discussion by my putting the question in such form as it will not be objectionable 
to my learned friend, but I do not at all concede his right to object to the inquiry 
embracing the whole matter. Perhaps Mr. Nield would read the last few questions. 
(The four questions immediately preceding Mr. Dewart’s objection were read). 

Mr. Hoperns: My purpose of asking that question with regard to the return 
was to elicit the information as to whether prior to the making of that return 
you had directed your attention at all to the details which would have to be goes 
init? A. No, I had not. 

Q. Before the certificate was issued at all, were you aware that Teaver was 
making application for it? A. After the organization meeting, I knew that Mr. 
Travers was going down to Ottawa for the purpose of making application for the 
certificate. 

Q. The organization meeting directed an application to be made, did not it, 
by Travers? A. I cannot remember; what was agreed is in the minutes. 

Q. You were of course as much interested as anybody? A. I was certainly 
desirous of getting the certificate for the bank. 


Q. Were you in and out of the bank after the organization and up to the time’ 


Travers left for Ottawa? <A. I cannot say now. 

Q. Do you know Fitzgibbon? A. I know Fitzgibbon, yes. 

Q. Did you remember when he was employed? A. No. 

Q. When you came in contact with him? A. The first I met Fitzgibbon, 
I think as near as I can remember, Mr. Travers introduced him the morning we 
had the meeting for the organization of the bank. 

Q. You remember a letter from the Department before the certificate was 
granted dealing with the information they wanted? A. I do not remember it. 

Q. Do you remember the Department before you went down asking for 
details with regard to the amount of cash paid up by the subscribers? A. No. 

Q. There is the letter, November 21st, that would be a few days before the 
organization meeting, addressed to Travers, asking if 'l'ravers would be so good as to 
have added to the list, that is the list of bona fide subscribers, a statement showing 
the actual amount of cash paid up by each subscriber ; did that letter come to your 
attention? <A. No. 

Q. Sure? A. Ido not remember anything of that, at all; I think it would 
appeal reasonably to anybody that at that time nothing of a disturbing nature 
would be brought to my attention. 

Q. This was a matter you had inquired into? A. I know nothing about 
that. From the character of the letter there was apparently some extra information 
wanted; I should not imagine at that time I would hear anything about it and I 
do not remember hearing about that. 

Q. Is that as far as you can go? A. That is as far as I can go now. 


Q. Taking the 21st November, that was five days: before the organization 


meeting, would your snpeey Buon for the $10,000 have been made then? A. I 
could not tell you now. 

Q. You said it all came in a rush in the last few days? A. I cannot tell 
you positively. 


Q. Travers had suggested to you that they were a bit short and needed addi- © 


tional subscriptions? A. You say so; I do not remember anything of that 
kind. 

Q. You say you did not hear of this letter November 21st? A. No,+l do 
not remember anything of it. 

Q. Travers did not ever mention it to you or show it to you? A. I do not 
remember anything of it. 

Q. Were you aware that Hunter was consulted before Travers left for Ottawa 
to get the certificate? A. I do not remember anything of that; as near as I 
can remember now, the organization meeting was over, it lasted some time, and 
when we got through the election of directors, just a few minutes after that I left 
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the bank and I cannot remember now what-occurred after that. It is a human 
impossibility for anybody to remember these details at this late date. Any man 
that says he remembers accurately is stating a falsehood. 

Q. Evidently this letter had been received about the 21st or 22nd November, 
which would be several days before the meeting, and according to Travers’ story 
ha and Fitzgibbon and you and I think it was Hunter took up the business of 
getting the list ready? A. I had nothing to do with getting the list ready; I 
did not have to sign any statement in regard to it; there was no duty I had to per- 
form in connection with it. 

Q. Will you say you were not aware that the list was being prepared for the 
purpose of getting the certificate? A. It is an impossibility for me to tell what 
was being done, or that anything was being done about business in connection with 
the bank; I was not acquainted with it at all, and there might be things being 
done that would not impress themselves upon me as being for any particular pur- 
pose or anything. I know [ had nothing to sign nor nothing to do in connection 
with the first returns that were sent to Ottawa. 

Q. Iam not speaking of the returns, I am speaking of this subscribers’ list? 
A. That was in connection with the organization meeting. 

Q. That was in connection with the application for the certificate? A. I 
do not know what— . 

Q. I am putting this to you; here is a letter from the Department, saying 
that in addition to the list of the bona fide subscribers— A. I do not know any- 

thing about that. 
Q. Just let me ask my question; here is the letter which comes to Travers 
asking for the amounts paid up in addition to the list of subscribers; that arrived 
_ three or four days before the organization meeting; were not you aware that that 
list was being prepared for the purpose of getting the certificate, whether you knew 
the details or not? A. I cannot say I saw it. 

Q. Travers says you were, can you contradict him? A. ‘Travers says what? 

Q. That you knew about the preparation of the list? A. I did not know 
about the preparation f the list. 

Q. You did not know it was being prepared? A. I did not know—I 
understood there was a list of subscribers that would go down to Ottawa, that was 
part of the organization; when he would apply for the certificate they would send 
in their list of subscribers. 

Q.. How did you know that? A. I think that is stated in the Bank Act. 

Q. Had you read that up? A. I had read the Bank Act. 

Q. You read itup? A. I cannot say I read it all, but I glanced at it. 

Q. You knew a list had to go in of the bona fide subscribers? A. There 
_ was a list of the subscribers had to go in. 

; Q. You would naturally know if they were preparing it two or three days 
before? A. No, I had nothing to do with it. 

Q. If you were taking any interest at all in the bank you would know it was 
being prepared? A. I did not know what they were doing; I had no active 
connection, knew nothing about the business affairs of the bank, had nothing to — 
do with the business affairs of the bank until after the organization meeting; I 
had no right to know. 

Q. You knew anyway the list would have to go down to Ottawa of the sub- 
scribers? A. I knew generally there was a list of subscribers would have to go 
to Ottawa. . 

Q. You knew you had subscribed? <A. Yes. 

Q. Did you make any inquiry as to whether your subscription was being put 
in that list or not? A. I did not. 

Q. Did you see any list before they left for Ottawa? A. I cannot say I did. 

(. Were you consulted as to the preparation of any list? A. I was not. 


, 
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Q. Were you ever at a meeting where Travers, Hunter and Fitzgibbon were 
together in the bank discussing a list before the issue of the certificate? A. IT do- 
" not remember being at a meeting where Travers, Hunter and Fitzgibbon were 
together at the bank discussing this list before it was sent in. 

Q. Were you at a meeting in which any two of those were present discussing 
the list? A. I cannot say I remember anything of it. 

Q. Did you discuss the lst with Travers? <A. I am positive I did not 
discuss the list with Mr. Travers. 

Q. Did you discuss it with Hunter? A. I did not discuss it with Hunter. 

Q. Did you discuss it with Fitzgibbon? A. JI did not diseuss it with 
Fitzgibbon. 

Q. Were you present in the room when Hunter came in and explained to 
Fitzgibbon how the list was being made up with regard to cash payments? A. 
I cannot remember being in the room under the circumstances you describe. — 

Q. Hunter’s explanation is that he told Fitzgibbon that if Travers borrowed 
upon notes, borrowed personally, and chose to pay up on any of the subscription 
he could do so; did you hear that explanation given? <A. No, I did not. 

Q. You remember Travers going I suppose to Ottawa to get the certificate? 
A. I remember him going down to Ottawa to get the cer tificate. 

Q. Do you remember being in the office of “the bank the following day? A. 
I do not remember being there, but it is possible ] was there tle following day, 
reasonably possible I would be there. 

Q. Fitzgibbon wrote a letter to Travers dated the 29th of November; per- 
haps you will look at the letter and I will ask you about the postcript to it. (Hand- 
ing letter Exhibit 55 to Dr. Nesbitt). Did Fitzgibbon give you the gist of Hunter’s 
report as indicated in this letter? A. I do not know what Mr. Fitzgibbon 
gave me; I inquired from Mr. Fitzgibbon how they were getting along and Mr. © 
Hunter said they were getting along all right, and everything was in good shape; 
that is all I know about it. 

Q. Fitzgibbon says Hunter went over all the applications and “informed 
me that they are in first class shape, and he would have no hesitation in exhibiting — 
them if called for”. The postcript is, “ Dr. Nesbitt has just called to inquire how 
things were going, and I have given him the gist of Mr. Hunter’s report this 
morning”? A. That would be simply that everything was in first class shape; 
there were no particulars given to me that I can remember of. | 

Q. No particulars that Hunter had gone over the applications and they were — 
all in first class shape? A. No, that would not be necessary. 

Q. That things were going in ‘first class shape? A. That things were going 
all right. 

Q. Did you take an interest in the bank affairs after the organization meeting? 
A. Well, what a President ordinarily takes. | 

Q. That is from your point of view? A. I think my point of view is the 
same as the rest of them; you do not bother anything about the details; you take 
vour General Manager’ S presentation of the facts to you, you accept them as facts. 

I cannot conceive of how a President can go into the affairs of the bank at all, 
and if you have a General Manager you either have to trust him or do not trust 
him. 

Q. That is a general question; Travers made a very long declaration in this | 
matter on the 27th November, that is the day following the organization meeting ; | 
were you consulted at all about that? A. Not that I remember of. 

Q. And he left that night for Ottawa; had you no conversation ee | 
prior to or subsequent to the organization’ meeting about the matters he laid © 
before the Government to get the certificate? A. There was no particular de- 
tailed conversation; it did not seem to me there was any necessary. Mr. Travers — 
told me he had everything in good banking shape to get the certificate, and was 
going down to get it, and that it all there was. . 
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Q. It appears to have disturbed him considerably, this request from the Gov 
ernment on the 21st November, and caused a considerable amount of trouble in 
making the list to fit what he thought would be satisfactory to the Government. 
In your position you knew nothing about that, and were not told about it? <A. I 
knew nothing about it. 

Q. And never saw any evidences in the bank that there was something brew- 
mg? A. Nothing that I could recognize as wrong. 

Q. The question I intended to ask, I may as well ask it, you need not answer 
it in the meantime, we will see how far it is relevant or not; the question I want 
to ask you is, having regard to the bank that a return had to be made on the 31st 
December, and the details of it necessarily comprised a good deal that went down 
in that statement, my question would be whether you investigated then what had 
gone down to the Government in November. 

Mr. Dewarr: Does your Lordship think that should be answered? 

Mr. CoMMIssionER: He can ask if he~investigated then; I do not know that 
it is very important. A great many of the questions are not important in my 
view, but he can ask it. : 

Mr. Hoperns: Well, Dr. Nesbitt? A. As the Government had issued the 
certificate I considered that everything was in proper shape. JI took the fact that 
the Government had issued the certificate, that they knew more about banking 
business, what was required for the certificate than I did; I took the fact that they 
issued the certificate as a guarantee that all our affairs were in perfect shape and 
perfect order and I took Mr. Travers’ statement as a man I trusted as general 
manager, had respect and confidence in, and when he presented his statements to 
_ me I accepted them as he presented them to me; I asked him if those statements 
_ were correct and he said yes. 


The Commission adjourned at 1 P.M. to 2 P.M. 


The Commission resumed at 2 P.M., June 27th, 1912. 


Mr. Hopeins: Dr. Nesbitt has not arrived yet.and Mr. Calvert is here, and 
if you have no objection I will take his evidence. 
Mr. COMMISSIONER: Very well. 


WILLIAM 8S. CALVERT, Recalled— 
: i 
Mr. Hopeins: You communicated with me through Duncan Ross and said 
you desired to make a statement? A. Yes. What I wanted to make a statement 
in regard to was an article that appeared in one of the Toronto papers in reference 
to a $3,000 cheque that apparently has not been fully described or accounted for, 
and this is the article that appeared and I felt it was my duty on behalf of myself 
and others to come before your Lordship and to explain my position so far as as 
this is concerned. The article reads as follows: “Some person or persons at 
Ottawa received at least $3,000 for assisting to pave the way for the granting of 
the certificate to the Farmers Bank. This was interjected by W. R. Travers during 
the course of a dialogue yesterday afternoon at the Farmers Bank Inquiry when 
the former manager was squeezed into a very tight corner by Frank Hodgins, K.C., 
and before he could extricate himself some surprising admissions had been made in 
reference to the three””—I presume it is blank cheques, it says “ Bank cheques” 
which were sent to Ottawa by solicitor Hunter. Travers refused atczt!utely to tell 
who got the money, said he would sooner return to jail for twice his time. The 
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World understands that the money was paid to a prominent politician, formerly a 
merchant, who is not now a Member of the House of Commons”, and then it went 
on: “Now when you were down in Ottawa you had three interviews with the 
Finance Minister ”, began Mr. Hodgins, “ You have only told us of one. You were 
introduced by Mr. ’ Calvert, were you not? <A. Yes. Travers said he did not 
know Calvert personally ; he had a letter from Mr. Urquhart to him. Mr. Urquhart 
said that Calvert was very influential”. That is an extract from the ‘Toronto 
World, dated May 16th, 1912; and in consequence of that article, your Lordship, 
some people, on account of my having introduced Mr. Travers to the Finance 
Minister, seem to think that that refers to myself. Now, I wish, Mr. Commissioner, 
to say that I know nothing whatever. I never received a cheque from Mr. Travers 
or from the Farmers Bank other than the money I borrowed as | stated to you 
some time ago, which was fully paid with interest. As far as this cheque is con- 
cerned I never received it either on behalf of myself or any person else, or any 
other cheque. I think that is about all I wish to say in regard to the matter, 
simply to clear myself in the matter, so that if any person outside might say any- 
thing further in regard to the matter I want to have it distinctly understood that 
1 had nothing to do with it. 

Mr. Hoperns: When I examined you before in Ottawa, you told me that 
you did not know Travers at all until you met him in the Russell House, when he 
had a letter of introduction from Mr. Thomas ear A. That is when I 
first met Mr. Travers. 

Q. Is that strictly accurate? A. Yes, so far as my EST goes; I 
never remember of meeting Mr. Travers before. 

Q. But you had corresponded with him? A. Not to my knowledge. I see by 
Mr. Travers’ evidence that appeared in the press that he said he had correspond- 
ence with me; I have no recollection of any correspondence. If it was brought to 
my attention i suppose I would remember it. JI have no recollection of any cor- 
respondence previous to this time. | 

Q. Will you look at that letter of yours and tell me what year that refers to? 
A. That was after the charter was granted. 

Q. When was it? A. I presume that would be possibly just when the bills 
would be issued; it would be 1906 when the charter was granted. 

Q. The charter granted? .A. Or the certificate issued. 

Q. That is dated in June, is it not? <A. Yes. 

Q. That would be before or after the certificate was granted? A. I do not — 
recollect exactly the date when the certificate was issued. 

Q. In November, 1906? A. Well, then, this must have been the following 
year after the Eornente was issued. 

Q. You, however, had been asked to be a director during 1906, and had been 
interesting yourself in regard to getting shares taken up? A. No, not at all. 

Do you know Mr. Arthur F. Leggatt, of Ottawa? A. I know one Mr. 
Leggatt, and I presume his name is Arthur, I am not sure. 

Q. Look at this letter and see what he says, and tell me if he is right? A. 
Well, Mr. Leggatt could write that to Mr. Travers as far as that is concerned, but 
1 had nothing to do with the bank or the shares of the bank. JI was asked, as I 
stated before by Mr. Lindsay over the telephone, if I would become a director, I 
told Mr. Lindsay I had no money to invest in the Farmers Bank stock, but it was 
placed on, my name was put on, and I afterwards either by wire or letter, I have 
forgotten which, advised the manager to have my name taken off. 

Q. Mr. Leggatt’s statement is “ ] have met Mr. Calvert one of your directors, 
and wish to have a talk with him regarding the matter” ? A. Yes, that may 
be; he may have met me. 

Q. He met you and how could he descr! be you as a director? A. What 
date is that letter? 


~~ ae 
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Q. The 29th March, 1906? A. The certificate was not issued until No- 
vember, 1906; I have no recollection of anything, I knew nothing about it; I took 


- no interest in it whatever, except I introduced the Bill in the House for renewal 


at the request of Mr. Urquhart. As Mr. Fielding has stated they asked for a year, 
and we gave them six months at the request of the Finance Minister. Before the 
six months was up I presume Mr. Travers came down with a letter of introduction 


_ from Mr. Urquhart to me. 


Q. Iam speaking of this particular letter? A. I had nothing to do with 
the Farmers Bank with selling stock or anything of the kind. Mr. Lindsay may 
have spoken to me about it, no doubt he did, as he spoke to many people . 

Q. Did you see anybody down there in connection with the sale of shares? 
A. I saw no one I have any recollection of. 

Q. Did you describe yourself to Mr. Leggatt as a director or. prospective 
director? A. I did not. 

Q. Did you discuss with him the sale of stock? A. I have no recollection 
of ever speaking to Mr. Leggatt about it at all; he may have spoken to me; I know 
nothing of it. 

Q. Would that telegram come from you and what did it relate to? A. 
Probably Mr. Lindsay asked me to speak to some person in his behalf or something 
of that kind, as many a man did ask me to do certain things. 

Q. About what? A. It may have been in regard to the Farmers Bank, I 
do not know. 

Q. The date of that is what? A. March, 1906. 

Q. This letter of Leggatt’s is a few days after that? A. Yes. 

-  Q. Would I be wrong in drawing the conclusion that you interested yourself 
at Lindsay's request for the purpose of getting the stock taken up? A. I cannot 
recollect of doing anything in connection with stock; he may have asked me to 
speak to some person, but if I did, there was nothing | wrong about it. 

Exuipit 85: Telegram March 1th 1906; “from! Ws. Se Calvert: to Wiel. 
Lindsay. 

Q. Speaking again about this letter dated the 27th June, which has no year 
mark on it, Mr. Travers says that is 1906? A. Why would they issue bills, 
because before they got a certificate they would have to have them printed and 
issued ; they have the right to issue them as soon as the certificate was granted and 
they would get them engraved and prepared beforehand? A. Possibly. 

. Do you still say now, do you leave it that way, that this letter is the year 
after, that is 1907? A. I “do not recollect whether it is 1907 or 1I0G 2 bitalan 
would presume that before bills would be issued the certificate certainly would have 
to be issued by the Government before they can do business. 

Exurpit 86: Letter dated June 27th, from W. S. Calvert to W. R. Travers. 

‘Q. Is it the case you did not meet Mr. Travers personally? A. I have not 
the slightest recollection of meeting Mr. Travers until he brought that letter to me; 
if I did it was in the most casual way; there would be no remembrance whatever, 
and if I did there would be no reason for bringing a letter. 

Q. Were you quite correct in your former evidence that you had no money 
dealings with Travers until three years afterwards? A. I had no money dealings 


with Mr. Travers until three years afterwards. 


Q. We have a document here and some correspondence about which Travers 
was examined regarding a guarantee that you had given? A. That was not for 
myself. 
Q. It arose early in 1907, and. you gave a guarantee to the Farmers Bank? 


BA. Y-O8: 


Q. You did not mention that when I asked you if you had any money deal- 
ings with Travers afterwards and you said about three years afterwards? <A. It 
was three years afterwards that I had any money dealings direct with the bank 
myself; I had forgotten in regard to that until I saw Mr. Travers’ statement and I 
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could not remember anything about it and it was said to be about the Rabbit 
Mountain, and I immediately wrote to Mr. Snider, and I have his letter here in 
which he states: “ Your favour of the 20th reeeived ?°— 

Q. Who is Mr. Snider? <A. William Snider of Waterloo; it referred in 
the paper to William Snider having paid a note that I had guaranteed; that 
appeared in the London Free Press, and I had no recollection of that at all: so I 
wrote to Mr. Snider, and Mr. Snider said, “ The note he refers to as having been 
paid by me was signed by two others and myself. Your name was not on, and I 


cannot remember that you and I ever had any business transaction whatever with 


the Farmers Bank.” 

Q. The guarantee was given in the beginning of the 1907 by you to the bank? 
A. For whom? 

Q. I do not know who it was for; Hamilton was connected with it? A. 
My impression is that was in connection with the Canadian Oil Conipany. 

Q. I do not care what it was in connection with; I am only speaking what 
Mr. Travers said; he said you gave the bank that guarantee and they advanced the 
money to Bull and Hamilton? A. I had forgotten entirely about that, because 
I had no money transactions myself, and I presume that that was m connection 
with the Canadian Oil Company, as I was President of the Company. 


Q. You recollect it now? A. I think that is likely correct enough, but 


that was a purely business transaction, and the money was paid back. 

Q. Did you introduce the matte: to the bank? A. My recollection is now 
T went into the bank with the manager of the Canadian Oil Company, and I fancy 
that I guaranteed to a certain extent, and the money was-all paid back with interest. 

Q. That went on for two or three years with interest? A. I do not know 
how long I am sure; I cannot tell you how long; I know I was not called upon to 
make good anyway. ; 

Q. In your answer to me you gave the other impression? <A. I had entirely 
forgotten about that, and I spoke to Mr. Travers about it this morning, because I 
have no recollection of it, because I was not getting the money myself, I had no 
dealings in that way; the only money I got was the money I stated. 

Q. The guarantee was a matter in which you were interested? A. I pre- 
sume I was interested as President of the company and required some money. 

Q. You say you got no cheque of $3,000? A. No. 

Q. That was the amount that apparently you say you got in July, 1909? A. 
That was the amount. 

Q. You got no cheque from Travers and no money to that extent nor any 
part of it? .A. No. 

Q. Do you know any one that did? A. I do not; I have not the slightest 
idea of any person having got a dollar. 

Q. Did Travers speak to you about any payments he had to make? A. No, 
sir, he did not.- The word commission was never mentioned between Mr. Travers 
and I in any shape or form. 


J. SEYMOUR CORLEY, Sworn, Examined by— 


Mr. Hopverns: You are the City Crown Attorney? A. Yes. 

Q. You have had to do with the prosecutions of some of those interested or 
concerned in the Farmers Bank? <A. Yes. 

Q. I have just asked you to come because we are endeavouring to get trace 
of some papers that do not appear among the papers now, and some people think 
they were among them when the seizure was made; tell us how would they come into 
your possession? A. I saw them in the possession of the Police. 

Q. All the papers? A. Yes, and of course I went through them, a great 
many of them; I did not go through them all. 
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Q. Are they turned over to you officially? A. No, I have access to them. 

Q. Has any one else access to them outside of yourself? A. Not to my 
knowledge, and no one should while they are before the Court in which [J act. 

Q. The seizure was made of the Farmers Bank papers by the detectives, I 
think before any charges were laid, they would be in their hands up to that time; 
when would they come under your jurisdiction? A. They do not come under 
me at all; they are in the hands of the Police; such as have to become exhibits in 
the Court are marked as Exhibits of the Court and should be the property of the 
Clerk of the Court until handed over to the Clerk of the Peace. 

Q. They do not go back to you? <A. No, I do not have them at all; I 
merely have access to the em; I have no files and no assistant for the purpose of 
taking care of them. 

Q. They are in the custody of the police, and you have access to them, and 
you file what you want in Court and the rest go back into the hands of the Police? 
Aan) Yes. 

Q. Can you throw any light on where the two documents were we have been 
after; one was a cheque and the other was a letter? A. I have not heard about 
a cheque. 

Q. A $3,000 cheque? A. No, I have heard about the cheque, but I know 
nothing of its subsequent history. 

Q. You do not remember seeing it? <A. At this moment I cannot remem- 
ber seeing it, although I have a picture in my eye of it, but I cannot recall how I 
got that. ; 

Q. Was it used in any of the prosecutions that you know of? : A. I cannot 
recall that. I was days and days on it and I cannot recall whether it was or not. I 
can see no reason why the cheque marked “ C” which I suppose is the one you refer 
to, I have no recollection of having made an Exhibit of that in the Police Court, 
although it might have been. 

~ Q. What about Colonel Matheson’s letter? A. J remember distinctly an 
impression copy of a letter at the bottom of which was the words “‘ General Man- 
ager” leaving room for the signature; I remember seeing that letter. 
Q. That has been put in? <A. I remember that of my own recollection 
addressed to Colonel Matheson. : 
 Q. That is in, and Mr. Travers says his recollection is he got a reply to that 
and he has not found that? A. Of my personal recollection without the 
suggestions of other people I cannot say anything as to that. 

Q. After the prosecutions leave your Court they either go to the High Court 
or to the County Judge’s Criminal Court; who gets the papers? A. I cannot say. 
If they are Exhibits I suppose they go to ‘the Clerk of the Peace; if they are papers 
used for instructions to counsel and that sort of thing I suppose they go to the 


_ Crown Attorney for the County or whatever Crown counsel may be acting. 


Q. Technically they are in the possession of whom? A. If not exhibits 
technically in the possession of the police; and very often exhibits are left with the 
police afterwards, except some papers; almost all exhibits, for instance weapons 


used or evidences of crimes, except mere papers, are left with the police until the 


trial comes on. 

Q. If the trial took place in the County Judge’s Criminal Court would Burns 
be the constable? A. Burns would be the man that has charge of it, as a sort of 
clerk to the Crown Attorney. 

Q. They would go over to the County Crown Atiomnes? A. Yes. 

Q. If it is in the Assizes? A. The County Crown Attorney should have 
charge of them, of course, assisting the Crown Prosecutor. Many people had access 
to these ; there were several different Crown prosecutors and the Crown Attorney 
of course is dead. 

Q.. You cannot throw any more light on it? A. No, I cannot help you at 
all; I have thought several days over it and I cannot help you at all. 


572 REPORT OF COMMISSION 
, 3 GEORGE V., A. 1913 
DR. WILLIAM BEATTIE NESBITT, Examination continued: 


Mr. H. H. Dewart, K.C., representing Dr. Nesbitt was not present, but came 
in later. : 

Mr. Hopeins: Had you anything to do with introducing Travers to the 
Trusts & Guarantee Company, to Mr. Warren? A. I know nothing about that. 

Q. I should judge that, but I am asking the question? A. Absolutely none. 

Q. Just one or two things I want to call your attention to in Travers’ 
evidence; I want to see what you have to say about them; in the first place where 
was the bank when you first became connected with it, in what building was it, the 
Stair Building? A. The Stair Building. 

Q. Did Travers tell you the manner in which the Laidlaw cases were settled 
and the fact that the names were left on the list? A. No, I cannot say that I 
remember him telling me anything about that. 

Q. Did Lindsay teli you? A. No, I do not remember being told any 
particulars about it. 

. Mr. Travers states that he and you discussed the letter from the Deputy 
Minister of Finance dated the 21st November, 1906; that he was so flurried that 
he showed the letter to you and told you he was up against it, and you said to 
send for Bili Hunter? A. I do not remember anything of ‘that at all. | 

Q. Mr. Travers says you were present when Hunter made the suggestion 
which was followed in the preparation of that list, and that you took part at the 
end when you suggested names? A. It is not correct; I suggested no names; I 
do not remember being at an interview or that Hunter made any suggestion in 
regard to that list. You are referring now to the list in connection with the first 
organization meeting ? 

Q. Yes? A. Ido not remember being present at any such meeting at all. 

Q. Did Travers tell you there were many subscribers coming to the meeting © 
to make trouble, and it would be necessary for you to explain everything, and you 
said, ‘‘ Leave that to me, | am used to handling crowds”? A. I cannot remem- 
ber what I said to him. Travers told me he expected, on account of the difficulty 
raised by Mr. Laidlaw, that there would be some of the shareholders from, I think 
it was around Milton, there, that might be troublesome at the meeting, and I can- 
not remember him giving me any special directions about what would occur. 

Q. Did you find out what was the trouble in the Laidlaw suit so that you 
would be able to explain to these shareholders? A. No, there was no necessity 
for me knowing about trouble with the Laidlaw suit; I was not interested in the 
trouble; the matter had been settled and I had no particulars of it, and I do not 
know what the details of it were. -I understood from Mr. Travers it was merely 
that Mr. Laidlaw had got hold of some shareholders in that district and was trying 
to promote a suit against the bank, expecting to prevent the organization of the 
bank, and make money out of the liquidation of the concern, as it were, and that - 
it was a purely malicious suit. I am saying what Mr. Travers told me at the time. 

Q. Beyond these broad and general outlines you did not get any details, 
apparently? A. No, I got no details. 

Q. You were there to take charge of the meeting, that was quite clear? A. 
I was to be chairman of the meeting. 

Q. And on you would fall the necessity of explaining or answering any ques- 
tions? A. Anything that occurred, yes. Of course, Mr. Travers was present at 
the meeting, and my position simply was if questions were asked that [ was not 
capable of explaining myself that I would refer to him. 

Q. Was there any pre-arrangement about that? A. Certainly. 

Q.. That you should do the answering? A. When I arranged with Mr. 
Travers that I would take charge of the meeting I said, “ If things come up that 
I do not understand I will refer to you in regard to them and you can explain 
them ”’. : | 


oe 
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Q. When Travers returned with the certificate did he tell you the difficulties 
he had had? <A. Mr. Travers told me he had had some trouble in getting the 
certificate because I was a prominent Tory partisan and president of the bank. 

Q. Did Mr. Travers tell you any other difficulties he had? A. No. 

Q. You did not believe the statement he made to you that that was the diffi- 
culty he had down there? A. I did not know but what it might be so to a 
certain extent. 

e Did he tell you that Mr. Fielding had looked over the list of subscribers? 
A. 0. 

Q. Did he show you the letter from Mr. Fielding to him and his reply? A. 
I do not remember him showing me the letter from Mr. Fielding. 

Q. He says he showed them to you? A. He may have thought he did. 

Q. Showed the letter and explained the difficulty and you said he was rather 
clever? A. No, I do not remember anything of that at all. 

Q. You thought his reply to Mr. Fielding’s letter was rather clever? A. 
I do not remember. anything of that at all. 

Q. Do you remember Mr. Knight’s visit in December? A. I remember 


" meeting Mr. Knight once in the bank and Mr. Travers present. 


Q. He came there thinking that there was something wrong with the paid-up 
capital, did. not he? A. Not that I know of. 

Q. Did not he say anything to you? <A. [I do not remember any discussion 
about the paid-up capital; I understood he was there in connection with the cir- 
culation; that was the only thing he had to do with. 

Q. Circulation had not issued then? A. No, but the circulation would 
come to us before it was issued. 

Q. It was based upon the paid-up capital? A. Yes. 

~Q. The only possible question that could arise would be whether you had 
the paid-up capital? A. I do not remember the particulars of the thing at all. 

Q. He says he was very badly treated there? A. Who said? 

Q.’ Knight? A. By whom? 

Q. By, I think he said Travers? A. Certainly was not badly treated by me. 

Q. He was abused? A. I know the time I met Mr. Knight at the bank 
I treated Mr. Knight just as I would treat anybody else, gave him a good cigar, 
and told him two or three stories and had a little pleasant chat with him and went 
out. 

Q. That was all? <A. Yes. 

Q. Mr. Travers says you gave him a raking over? <A. Well, I did not; I 
would not do that to a man in his position. 

Q. Did you hear any raking over by anybody? A. Not that I remember 
of now. 

Q. Again Mr. Travers would be wrong; he certainly came away with a very 
poor impression of the treatment he had got; did he ask to see the books? A. I 
do not remember. 

Q. Did he say he wanted to find out if your capital was intact, so that he ~ 
might judge of the right to issue circulation? A. I do not remember what the 
conversation was with Mr. Knight; as I say I treated him pleasantly as far as 
1 was concerned, and there may have been some discussion between him and Mr. 
Travers on the side as to his rights and duties, but I do not remember anything of 
it, and as far as I am concerned I have not the slightest recollection of Mr. Knight 
being treated any way but courteously and pleasantly. 

Q. He got a pretty good dressing down, as Mr. Travers expressed it? A. 
Jt was not by me. 

Q. When did you learn about the loan in the Trusts & Guarantee Company 
having been paid off? A. I never learned about the loan from the Trusts & 


_ Guarantee Company having been paid off. 
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Q. Did not this visit of Knight’s result in a visit to the Trusts & Guarantee 
Company by Travers and the reversal of the entries down there? A. I knew 
nothing about that. 

Q. Did you know anything about it, did Travers never tell you? A. No. 
Q. Never discussed it at all then or before Knight’s visit or during or after 
it? A. Neither before, during or after Knight’s visit did Travers discuss that . 
with me. 

Q. You and Travers did not laugh about it after Knight had left? A. I 
think that is another hallucination. 

Q. You made some effort, did you not, to obtain deposits from the present 
Provincial Government? A. Mr. Dewart is not here; Mr. Dewart.was to make 
a reference in connection with that for me. 

Q. I will take up some other matter until he comes. During your career 
as president, how much moneys were paid to you out of the bank’s funds that are 
still unpaid? A. Paid me out of the bank’s funds? 

Q. Yes? A. Make your question explicit. 

Q. J am speaking of the companies you were concerned in, how much money 
did you get direct which has not been repaid? A. How do you mean, that I 
had the money presented to me? "alts 

Q. Anyway you hke? <A. Ina regular business transaction; I never got a 
dollar from the Farmers Bank that was not a regular and legitimate transaction 
as far as | was concerned. 

Q. Can you give us any idea of the amount of loss to the bank through the 
transaction? A. There was no loss to the bank through my transactions; my 
transactions were squared. Mr. Travers put pressure upon me and made me > give 
up my Keeley Mine stock. 

Q. They were all squared up then? A. Yes. 

Q. That was when he gave up the liability of the Hubbard Company and 
the Clark Company to the bank? - A. All liability was given up at that time. 

Q. Including those two? A. Yes. 

Q. You gave him what? A. I gave him my Keeley Mine stock. 

Q. Did you get any money then? A. I think when the thing was squared 
up there was a balance of $375 coming to me out of the transaction cash. 

Q. My recollection is there was a sum of $5,000? A. When Mr. Wishart 
—he had brought some gentlemen over from England here, and arranged with 
them to float or place the treasury. stock of the Keeley Mine in London; at that 
time Mr. Travers wanted to get the underwriting for the bank of the $500,000 
of Keeley stock that was to be placed in London; he wanted to get that under- 
writing for the bank at 70—the bank to underwrite the stock and take the stock 
at 70, and then Mr. Wishart to go to London and place it with his people. The 
figure that was to go to Wishart gave the bank a very handsome profit on the 
transaction. It was considered that Mr. Wishart was thoroughly reliable, as far 
as his ability to place the stock in London at that time, and the gentlemen he had 
brought ever from London, introduced to Mr. Travers and myself in connection 
with the Keeley Mine, were thoroughly reputable and reliable financially in every 
way, and Mr. Travers, in order to get, as he said, a handsome profit for the bank on 
the underwriting, wanted Wishart to agree that the bank should have this under- 
writing at 70, and Travers and Wishart had various difficulties during the course 
of things. So then Mr. Travers came to me with a proposition that if I would 
get Wishart to consent to the underwriting, he would give me $5,000, because the 
bank would be making a big profit, and Wishart would be making a big profit too 
on top of that, and that was arranged, and I got Mr. Wishart to consent to the 
underwriting, and the underwriting was put through, and the bank underwrote 
the $500,000 at 70 and gave the mine the credit for $350,000 as the proceeds of 
that undertaking. Mr. Wishart then went to London with the underwriting to 
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place it, and after he was there he wanted to make some change, I have forgotten 
now the particulars in the way in which the stock was to be placed there, and he 
wrote or cabled over in connection with it, and Mr. Travers asked me to join in a 
cable with him cancelling Wishart’s option on the stock for England. When the 
Keeley Mine was first organized, my stock that I got as commission—I had the 
option—the stock 1 got as commission I assigned to the bank as collateral to my 
account. 

Q. We are getting a little away from the question I asked you? <A. Yon 
asked me about that $5,000. 

Q. Whether that was in connection with your handing over your stock in the 
Keeley Mine and the bank giving up the liabilities of the companies you are con- 
cerned with and your own liability; you said there was only $375 which you got; 
I asked you if it was $5,000? A. ‘No, I got that $5, 000 for getting Sia eer o 
agree to the underwriting of the Keeley Mine at 70. 

Q. Was it not paid at the time that the stock was turned over? A. It was 
charged against me at the time the stock was turned over. 

Q. I am asking you when you turned over that stock you did not get $5,000 
in cash at that time? A. I did not. 

Q. How was it charged against you? A. It was charged against me in 
this way: Mr. Travers, said, “I gave you that $5,000 for getting Wishart to agree 
to the Keeley underwriting”; then he said, “ We cancelled the underwriting and 
the underwriting did not go through, and now as we are settling up I prefer for 
you to allow me to charge that up to you, so that I won’t have to show it as a 
loss in the bank on account of the underwriting ”. 

Q. You agreed to that? A. Yes. 

Q. You say you paid with your stock in the Keeley Mine this $5,000 back, 
and you also paid the liabilities of these two companies? A. Yes, and the lability 
I had that I was directly or indirectly liable for. 

Q. That is your position? A. Yes. 

Q. You were getting out at that time, of the Keeley Mine? A. I con- 


sidered I was being frozen out at that time of the Keeley Mine. 


Q. Had you and Travers not been friendly up to that time? A. We had 
been business associates to a certain extent, but it is very hard at some times to say 
whether you are a friend of Travers or not; we used to get at cross purposes 
occasionally. 

Q. How much money had been advanced to the Keeley Mine by the bank at 
the time you were frozen out? A. I could not say just what amount had been 
advanced at that time, because at the time—well, the position was this: Mr. 
Travers said he had the assignment of my stock and he could, on account of my 
stock being assigned to him as collateral to my account, he could by forcing me 
on my account, have made me give up my stock anyway, and he said I could either 
give up the. stock or vote with him to put on the bond issue; that he would square 
off with me; that he felt himself I was not getting what the stock was worth, but 
under the circumstances in which he was placed, he would square off with me; he 


would take the stock and cancel my obligation to the bank or I could carry my 


obligations to the bank and I could vote with him to put on the bond issue. 
Q. What bond issue? A. The bond issue of the Keeley Mine. 
Q. To what extent? . A. $1,0C0,000. 


Q. Which was not to be advanced; it was just to be making out bonds with- 
out selling them? A. Mr. Travers’ position at the time of the Keeley Mine 
was that Mr. Wishart, in spite of the pool that we had agreed to, disposed of cer- 
tain portions of his stock that was coming to him, and. finally to avoid a lawsuit 
the stock was alloted to friends of Mr. Wishart’s. 

Q. Can you give me a date at which you were frozen out? A. I cannot 
give you any exact date, ne. . 


~~ 
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Q. Do you remember the year? A. I remember at the time I got—in the 
first place, I had not been a director for the Keeley, as | remember, I had not been 
a director for the Keeley Mine for quite a time before that settlement was made, 
and that settlement was made several months before the bank failed, as near as I 
can remeniber it now. 

Q. You were frozen out several months before the bank failed? A. Yes. 

Q. That brings it down to 1910; March, 1910, appears to be the date? A. 
That would be it. 

Q. At that time you could not have thought the Keeley Mine was worth very 
much or you would not have given up your stock init? <A. I have just explained 
to you that I never had actual control of my stock from the first day of the Keeley 
Mine to the last; it was assigned to the bank as collateral. 

Q. But you are not the sort of man to let Travers or anybody deal with your 
property unless you wanted to? <A. I could not help myself. 

Q. It does not look to me as if you thought the Keeley Mine was worth very 
much at the time if you would give up your stock in it? <A. JI thought the 
Keeley Mine was an extremely valuable property at that time and think so yet. 

Q. How much stock had you in it? A. My stock was cut down a couple 
of times, and the amount of stock I had in it was more than was actually my own, 
because part of it was held for Phillips. 

Q. Can you tell me how much you had belonging to yourself at that time; 
would it be $365,000 of the shares? A. Something like that. 

Q. What was the indebtedness you wiped out by the transfer of that 365,000 
shares? A. I do not remember the exact amount now. 

Q. Roughly speaking, would it be more than a tenth of that, $36,000? A. 
There was a memorandum at the time made by Mr. Travers as to what the settle- 
ment was, and I was trying to look for my copy, and I have not been able to find it. 

At this point, Mr. Dewart, K.C., counsel representing Dr. Nesbitt, came in. 

Mr. Hopneins: We can get the exact amount from the books; I thought you 
would know within a reasonable margin? A. The settlement was somewhere 
around $60,000. 

@. Were the two concerns, whose indebtedness was cancelled at that time, 
good for the amounts of their debts? A. No, not at the time that the settle- 
ment was made. At the time of the loans they were; at that time they were not. 

Q. Were you liable upon their indebtedness personally? A. I guaranteed 
their indebtedness: 

Q. You were president when the Keeley Mine first opened up with the bank? 
A. I had not heard of the Keeley Mine until some months after I retired from 
the presidency. 

Q. Did you introduce the mine to Travers, or how did the bank and the 
mine become connected? A. Do you want me to tell you as nearly as I can 
remember the situation ? 

@. Yes? A. When I secured the option for the Keeley Mine; at least, not 
when I secured the option, but when I first heard of the Keeley Mine, I remem- 
bered that Mr: George Wishart, of New York, had been up at the bank ‘during the 
previous summer when I w as president, had been introduced to me by Mr. Travers 
and he had come up for the purpose of purchasing a mine on the north shore, that 
he had invested several thousand dollars in machinery and fitting up that mine, 
and had the mine examined by his engineer, and the report on it was not favorable 
and he turned it down; so when I heard about the Keeley Mine I went down to 
see Mr. Travers. I said, “ Do you know whether your friend, Mr. Wishart, has 
secured a mine or not?”. He said, “ No, he has not”. I told him, “I have run 
across what I think is a very valuable property, and what chance do you think 
would there be for us to place it with Wishart”. J told him I thought we could 
both make a good thing out of it if we could place it with Wishart; and so he said 


FARMERS BANK INQUIRY 577 


SESSIONAL PAPER No. 153a 


- he thought the chances would be all right, and I took him over to the Rossin House 
the following day, and introduced him to Mr. Phillips, showed him the ore, and 
~ he said of course he knew nothing about the ore; arranged then that 1 would go 
up and secure an option on the property to give us time to go down to New York 
and see Wishart; so I did that and went up to Haileybury and met the men in 
connection with the mine, secured our option, drove out to the mine and back and 
turned around, and went down with Mr. Travers and Mr. Phillips to New York 
und went out to Mr. Wishart’s place on the Sound—he had a very handsome place 
there—and he explained to us the wealth represented in the surrounding homes. 

Q. Had you an option on the mine at that time? A. I had an option at 
that time. 

Q. To whom? A. Keeley, Jowsey and Wood. 

Q. Was that option one which recites the payment of $3 and provides for the 
payment of the balance of $300,000—is that the purchase price? A. Hither 
that is not correct or you are not reading it correctly. 

 Q. Just look at it (Exhibit 65); how much did you pay as a deposit when 
you got the option do you remember? A. Paid $1,000 for the first option, and 
that was put up half by Mr. Travers and half by myself. 

Q. See if that is the first option there now (Exhibit 65)? A. This was 
$3,000 paid prior to the signing of this agreement; not $3; $3 was simply earnest 
money, $1 to each man ; $3,000 had been paid prior to that. 

Q. Is that the first option? A. No. 

Q. What was the purchase price in the first option? <A. It was the same 
all the way through, $800,000. 

Q. ‘here were three options altogether? A. As I remember it now; there 
was first— 

(). This is dated the 18th of May, 1908, and provides for $47,000 on the 19th 
May, 1908; this would be the second option ? A. I think that was the third. 

Be Then that would be the one that was carried out? A. Yes. 

Q. This is dated the 18th May and recites the payment of $3,000 and makes 
- $47,000 come due the following day? A. Yes. | 

Q. 1t must have been prior to this you went and saw Wishart? A. Oh, 
away prior to that; negotiations were going on for some time with Wishart. I 

think the time extended over about a month or more or less. 

Q. Did you make an arrangement with Wishart? A. When we saw Wishart 
there, Wishart arranged with, I have forgotten—I understood Mr. Wishart was 
going into the mine with Mr. Travers; at the time I took the proposition to Mr. 
Travers there was no intention on my part, and I am quite satisfied no intention on . 
Mr. Travers’ part that the bank should go into the mine at all; there was no 
suggestion of the bank going into the mine; the idea was that Mr. Travers knew 
Mr. Wishart and considered him a man of sreat wealth, and he had been looking 
for’a mine, and seemed to be a reasonable man that we could work with. : 

Le Had Travers suggested Wishart to you or had you known Wishart? A. 
I had met Mr. Wishart, as I told you before, I had met him once, he was up once— 
he may have been up more than once, but. up once during my Presidency of the 
bank; I had met him during the summer and he was then up for the purpose of 
buying a mine on the north shore. 

Q. Was that before Travers made his anes tanes on the ship? A. Oh, 
no, Mr. Travers krew Mr. Wishart; it was Mr. Travers introduced Mr. Wishart to 
me at that time. 

Q. Getting down to business when did you take any step towards carrying out 
the option? A. In the first place the first step towards carrying out the option 
would be about the time of that agreement you. had there, it would be just about 
there that the plans for carrying out the option were completed, and we had an 
agreement at that time in connection with the matter; there was an agreement 
between Mr. Travers and Mr. Wishart and myself. 
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Q. And the bank? A. I shave forgotten whether the bank was a party to 
it or not. 

Q. Yes? A. The bank; by which Mr. Wishart and Mr. Travers would 
look after the financing of property and have full control of it. I had nothing at 
all to do with the financing and was not responsible for it in any way; and then 
after they got their money all out the profits were to be divided according to the 
shares. Just after that I understood Mr. Wishart had given a note for his share, 
$25,000. 

Q. Let us get the thing definite; on the 18th May $3,000 had been paid by 
you and Travers jointly? A. Yes. 

Q. There were $47,000 to be paid on the 19th May? A. Yes. 

(). Your agreement with Travers, Wishart and the Farmers Bank was that - 
- you were obtaining an advance from Wishart of $25,000? A. That I was obtain- 

ing? - 
Q. Yes? A. I do not remember it that way. 
Q. And an advance from the bank of $25,000 to apply under the option, that 
is what this agreement says? A. I understood that that was for the mining 
company, not for me personally. . 

Q. It reads this way—you are the party of the first part—“ Whereas the party 
of the first part is the holder of an option to purchase the mining claim and prop- 
erty, etc”. AND WHEREAS the party of the first part is obtaining an advance 
from ‘the party of the second part of $25,000, and an advance from the party of the 
fourth part (that is the bank) of $25,000 for the purpose of applying said sums 
under such option on the purchase price of said mining property”. “AND 
WHEREAS the party of the first part has agreed to proture a mining company to 
be incorporated for the purpose of purchasing the said option.” A. Yes, that 
was the arrangement. 

Q. Apparently the arrangement was you were to obtain the loan from 
Wishart and the Farmers Bank and put up the money and then incorporate a com- 
pany? <A. Yes, that was the preliminary arrangement that you have there. 

Q. Did you get an advance from Wishart? A. I got an advance from 
Wishart. | 

Q. In what way? A. Ido not know how; that matter was arranged between 
Mr. Wishart and Mr. Travers. 

Q. Don’t you know? A. J understood that Mr. Travers had discounted a 
note of Mr. Wishart’s. | 

Q. Withouf your name on it? A. Without my name on it. ’ 

Q. That would not be carrying this agreement ouf if you were getting the 
money? <A. I was simply acting you see as agent for the purpose of the trans- 
action until the mining company was formed; I undertook to organize a mining 
company in the agreement. 

Who was Slaght acting for in Haileybury, the lawyer who drew this? A. 
Mr. Travers engaged Mr. Slaght. 

Do you know anything about how this first $47,000 was paid? <A. I 
cannot remember anything excepting the arrangement under that. agreement; as 
to the details of how it was carried out I cannot remember. a 

Q. Did you borrow $25,000 from the bank? <A. No, I did not. 

Q. Then this agreement which provides for the—? A. Let me see that 
agreement; there may be another agreement. There were half a dozen different 
ones drawn at the time I remember (reads through agreement, part of exhibit 65). 
I see in this agreement I was acting as trustee for these parties in the carrying out 
of this proposition. a 

Q. Had you dropped out from being an interested party to merely a trustee? 
A. No, I was an iuterested party as far as my commission was concerned. 

Q. When did you get down to be merely entitled to commission ; I thought you 
were taking an interest, a quarter interest in this? A. I was not putting up any- 
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thing for the quarter interest; I was getting a quarter interest for turning over the 
option. , 
Q. That is your commission? <A. Yes. 

Q. When did you succeed in turning it over to somebody and getting a quar- 
ter interest for nothing was it_before that? A. It was before that.. 

Q. Who did you make that arrangement with? A. With Mr. Travers and 
Mr. Wishart; it seems to me the agreement we settled on finally was a a shorter one 
than this. 

Q. At all events that is the explanation then that you had found the mine, 
apparently and got an option on it, and had turned it over to Wishart and did you 
say the bank or Mr. Travers? A. Well, Mr. Travers I considered at the time 
that Travers was getting one half, or getting his interest for introducing Wishart; 
when Wishart was brought in in the first place it was supposed Wishart would 
take the whole thing, that Mr. Travers would handle the whole thing with Wishart, 
it was not intended that the bank should come into it at all, and just before the 
matter came to be closed up, there was some re-arrangement made, and as I under- 
stood Mr. Travers had to take part of it with Wishart, at least had to arrange for 
part of it with Wishart; just what the absolute arrangements were I was not 
supposed to know anything about it; it was made between themselves. 

Q. The first idea was it should be turned over to Wishart altogether? A. 
Yes. 

Q. The second arrangement was it was to be turned over to Wishart and 
Travers, and finally it seems to have been turned over to Wishart, Travers and the 
bank with you having a quarter interest clear commission? A. Yes. 

Q. For putting up the money? A. Yes. 

Q. That is the shape it finally took? A. As near as I can remember now. 

Q. Had you really put up $1,500 of your own money? A. Yes, of my 
own money for the option. 

Q. That was merged in the quarter interest, you were not to have it repaid? 
A. I do not remember whether that was repaid. . 

Q. Perhaps that is the agreement you speak of on the 28th May which is a 
shorter one, ‘and deals with your position? A. No, that is not the one I do not 
think. There was another agreement; I think I can find the other agreement in 
that matter. 

Q. At all events on the 18th May just before the company was formed the 
interests are described in that agreement which we have had put in? A. Yes. 

Q. And thereafter you never had any financial interest so to speak in the. 
miner <A. No. 

Q. Wishart had a quarter, Travers had a quarter and the bank a quarter? 
A. Yes. 

. Q. And you a quarter; and they between them were to find the money? A. 
Pes. 

Q. Did you form the company? A. We took out a charter for the com- 
pany. 

Q@. And then you got. the interest in that capital stock that you had agreed 
upon? <A. Yes. 

Q. You understood Wishart had given a note and that Travers had raised 
the money out of the bank in some way and that this first $50,000 was paid? A. I 
did not know that Wishart had given a note until shortly before his note became 
due. 

Q. Who did you learn it from? A. I learned it from Wishart first. 

Q. That he had given the note? A. Yes. He came up to Toronto I think 
as I remember now, two or three days before the note was due, and he said he—I 

‘may have heard the note before that, I won’t be positive when I heard it, but I 
know he came there and he said his note was coming due and he said to arrange 
for it, but as I remember he told me, he says, “I guess I am $1,500 or a couple 


a 


580 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


of thousand dollars short, I have had some other calls”, but he said, “I suppose 
that will be all right”. I told him I thought if the chap wanted to pay $23,000 
on a $25,000 note nobody would raise any particular objection that I could see; 
and then there was some dispute at the time, I do not know the details of it or how 
the thing came about, but anyway Mr. Travers came to me and wanted me to give 
up $25,000 of my stock and Wishart was giving up $25,000 of his; there was some 
difficulty about Wishart’s payments. 

Q. Travers wanted what? A. Me to give up $25,000 of my stock and he 
said Wishart was giving up $25,000 of his, because there were some difficulties 
about Wishart’s payments, that Wishart had not turned out as he expected him to 
turn out, that he had every confidence in Wishart’s financial strength. 

Q. Who was the stock to be given up to by you and Wishart? A. As I 
understood from,Mr. Travers I think the stock was to be given up to the bank. 

Q. And the bank was to find the money to make the next payment? A. 
The bank was looking after it. Mr. Wishart fell down; Mr. Travers said Mr. 
Wishart had failed him. Of course it is just a little hard to say what occurred at 
that time, because after we made the first payment Mr. Travers had an offer of 
$500,000 for the property; that would have given us a profit of $200,000, and he 
considered it a bona fide offer. He told me about it afterwards and I felt a little 
badly it had not been accepted. ‘T’hat increased his confidence in the value of the 
property, so that when a certain payment came due, and Wishart, as he told me, 
had failed him, he could not make good, why Mr. Travers was in the position in 
which he had unbounded confidence in the value of the mine from the fact that he 
had an offer of $200,000 profit inside of 30 days; and then he said he was going to 
fix it up inj some way, he did not tell me at the time that, he told me at the time 
he had other parties that he could interest. 

Q. He puts it, he having put up the first $50,000 when Wishart fell down, 
that he would have lost it all if he had not put up the second? A. There is a 
point I cannot understand. 

Q. You are putting it as if he were quite willing to do it owing to his con- 
fidence in the mine? A. There is no doubt about that. 

Q. Which is right? A. I am. I cannot understand just this point about 
Wishart, because Wishart showed me his bank books you see after I had given up 
this $25,000 of stock I spoke to Wishart and I said, “ how ig this, I have given up 
$25,000 of stock because you have not paid your note,” and then he told me that 
he thought Travers wanted to grab the whole mine and made an arrangement with 
him by which he was not to pay the note. I said “I understand you could not pay 
the note”, and he showed me his bank books to show me that he had actually the 
credits to his account in New York. 

Q. Was that interview in New York? A. No, that was in Toronto; he 
had a bank book with him. 

Q. Wishart was only to put up $25,000 out of the $50,000? A. I under- 
stood it at the time the proposition was taken up first there was the first payment 
to be made and then we had three months; the property certainly looked exceed- 
ingly good. | 

Q. We are not talking of the same thing; Wishart was to put up $25,000 as 
the first payment? A. Yes. 

Q. And $25,000 only; why were you asked to give up $25,000 of stock and 
Wishart as well, making $50,000? A. I could never quite understand that my 
self, Mr. Hodgins. 

-  Q. But you did give it up? A. Whenever there was a slice’ to be taken 
off, I notice it came off me. 


Q. You gave it up without amurmur? A. Certainly I gave it up. When 
Mr. Travers told me he would have trouble about the thing I told him I would 
do anything at all he wanted to do; it was not any of my fault. 


Q. It had not cost you anything? <A. It costs mea lot of time and effort. 
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Q. How much stock had you all told before you gave up the $25,000? = A. 
When we first secured the option Mr. Travers told Mr. Phillips that he would give 
him 10% in the property, and then my quarter included at that time 10% he 
had promised to Mr. Phillips. 

Q. That would be $250,000 was the quarter? A. Yes. 

Q. And you gave up $25,000 of it? <A. Yes. 

Q. Did you ever hear of trouble between Wishart and Travers at the time 
Wishart defaulted and the second payment was due? A. I heard of a good deal 
of trouble between Wishart and Travers. 

Q. From what you said now I judge you did not hear of any trouble at that 
time, that it was afterwards you heard about that? A. It was about the time 
this note came due; I do not know just what the date was, but that was about the 
time. 

Q. What trouble did you hear about? A. Of course you see difficulties 
between Wishart and 'T'ravers, I did not understand all the ins and outs of, and I 
. of course took Mr. Travers’ side of the thing, what Mr. Travers told me I accepted 
in preference to what Mr. Wishart told me. 

Q. Who made the payments to Keeley, Jowsey and Wood of the moneys? 
A. I cannot remember now just how the payments were made to Keeley, Jowsey 
and Wood. 

Q. Who was acting for them up in Haileybury? A. Mr. Harvey Graham 
IT think. 

Q. Was Mr. Killoran? A. Killoran had put up money for Phillips. 

Q. Was that all? A. He was interested with Phillips, that is all I know. 

Q. Had you anything do with paying anything beyond the first $3,000? A. 
I was not, as I remember it personally I did not have anything to do with paying 
anything beyond that. 

Q. You think Harvey Graham acted for these people? A. He did in the 
arrangements I had, he was solicitor when I got the option from them; he drew up 
the first option. 

i Q. He received the money on behalf of these three vendors? A. I think 
_ the money was paid into the Union Bank at Haileybury. 

Q. To their joint credit was it? A. I do not remember. 

Q. Did Travers put up the second payment under option or do you know 
anything about-it? A. Mr. Travers in the early stages of the Keeley Mine 
assured me that he was getting money outside the bank. I think up till after the 
second payment was made I understood that he had other parties that he had in- 
terested. 

Q. Did you afterwards inquire who they were? A. He said he would not 
tell me who they were; he made the arrangement and he was acting for them. 

Q. Was not there an understanding that no one else was to come in, the 
stock was to be pooled and not sold? A. That was the understanding with Mr. 
Travers, but Mr. Travers was the sole manager of that proposition. 

Q. You say you understood from him that he was, notwithstanding that, 
bringing people in? <A. He was arranging in connection with them. 

Did he make the second payment? A. I do not know; the payments 
were made through the Farmers Bank; it was arranged that the Farmers Bank 
would be the bankers for the mine at the time; he expected to have good business 
out of the mine for the bank. 

Q. Did you get anything back from the vendors when the payments were 
made? A. In what way? 

Q. Inany way? A. Do vou mean did I get— 

Q. Any rake off.on the payments at all? <A. No, sir. 

Q. Do you know of any one who did? A. I understood Mr. Phillips and 
Mr. Killoran got commissien; at least Mr. Phillips got a commission from them. 
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Q. Did Wishart? A. Not that I know of. 

Q. Did Travers? <A. Oh no, not that I know of. 

Q. You do not know of any private arrangement whereby the price was to 
be less than it was represented to be? <A. Not that I know of. 

Q. It always remained $300,000? <A. Yes: 

Q. After the second payment was made you say you learned the bank was 
interested, I judge that from what you said? <A. Yes. 

a Did’ that surprise you? A. It did; I expected that Mr. Wishart was 
going to have the whole thing placed before the second payment came due. 

@. The Farmers Bank had a quarter interest, had not they under this May 
agreement which I showed you? A. I do not think they had a quarter interest, 
as I remember the original matter, Mr. Travers told me at the time, he sald the 
supposition was that Mr. Wishart would carry the whole thing and he said, “TI am 
going to go in with Wishart and take $25,000 and get a bonus of $125,000 ) of stock 
for the bank for carrying! this thing for three months ” 

~Q. When did you learn that “the bank had been advancing the been A. 
I think I learned that first from, Mr. Travers. | 

Q. From that on I suppose you realized that the bank and the bank only 
had put up all the money? A. Yes. 

Q. And that Wishart had not? A. Wishart had fallen down completely. — 

Q. Had you contributed any more stock? A. Not in that connection. 

(). Had you in any way? A. 1 had contributed some other stock to assist 
Mr. Travers in getting a deposit. 


Q. What do you mean by a deposit? A. He wanted, he was anxious to get 
as much money deposited in the bank as a matter of, business as he could, and 
after this second payment he came over and saw me one day at my house, and 
told me that the fact he had been associated with the Keeley Mine he was afraid 
would produce a run on the bank; the bank was perfectly solvent in every way, 
but no bank could stand a run, and he would like ample provision for such an 
emergency, and I told him I did not see how the fact that the bank was connected 
with the Keeley Mine could affect it or make any run on it. Well, he said, there 
is just street talk and that sort of thing. I said, “ What do you want me to do?” 
“Well,” he said, “I would like to have $150,000; I do not need it, but I would 
like to have it there in case I had a run.” I explained to him as natvely as I 
could I did not know where I could get $150,000. “ Well,” he said, “ what about 
your brother-in-law, Mr. Crompton; has not. he got the money?” Well, I told him 
I thought he had the money, but T did not think he would just walk over and 
deposit $150,000 because I asked him. “ Well,” he says,. “ I suppose he is getting 
interest. on his moneys and I will give him. as much interest as he is getting on 
his money and I would like to have it in.” We went on discussing the thing, and 
finally he made the proposition, “ Now,” he said, “this matter has arisen from 
the fact that I am connected with. the Keeley Mine and I helped. you. out. in that 
matter in introducing you. to Wishart, and putting the deal through with Wishart, 
and I think you should try and help me. out, and it will be a great. thing for us 
and. for me, and will make us perfectly comfortable and easy to have that money, — 
and I. will suggest we give a bonus of Keeley stock, you join me im that.” I did 
not see the thing Just that way to start with; we talked: the matter over and finally 
came to a position in which he arranged to give Mr. Crompton as‘good interest as 
he was getting at the time and would give him a bonus of Keeley stock. The 
reason I participated in that bonus at that time was | was: really anxious to get 
Mr. Crompton in with Mr. Travers’ consent, because Mr. Crompton: owned the 
Proudfoot, which was just across the line. I was interested in the Proudfoot with 
him; the Proudfoot at the time was just a prospect, but nothing found on. it. 

Q. How much did you contribute of that $100,000? <A. £ contributed 
$25,000. 
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Q. The arrangement with Crompton went through? <A. Yes. 
. That was March 3rd, 1909, an arrangement to deposit $50,000 and 
$25,000 and $55,000? A. I do not remember the date. 
QQ. The 3rd March, 1909, is the date of the Crompton agreement? A. 
What date would that agreement about the mine be? 

Q. May, 1908? <A. That would be about a year afterwards. 

Q. You used the expression that Travers suggested to you hé had helped you 
out introducing you to Wishart, what did he mean by that? A. He gave me an 
opportunity to make a profit on the mine by getting Wishart to take it up. 

Q. Are you speaking of your commission or your share? A. My commis- 
elon, yes. fen 

Q. That is the only sense in which you made a profit? <A. Yes. Bai 

Q. I see you were elected a director of the company, that is the Keeley- 
Jowsey-Wood Mine on the 29th May, 1908? A. Yes: 

‘Q. You had about 100,000 shares from that time; I think you said it was 
after the second payment had been made that you learned the bank was interested? 
AS oY es: 

Q. Did you learn then the bank had put up all the money? A. I think I 
did, yes." | 

0. Did you ever hear, or did you learn that Wishart had got back his note? 
A. No, I did not know when Wishart got back his note. 

Q. I see Wishart remained as a stockholder with 100,000 shares all through 
1908; in fact, he was president of the company? A. Yes. 

Q. Then on the 10th of June, 1909, he jumps down to fifty thousand-odd; 
Wishart contributed no money at all to your knowledge? A. Of course, I thought 
he put up that; I learned afterwards that he had not contributed any. 

Q. You learned that after the second payment came due? A. Yes. 

Q. That was August, 1908? <A. Yes. 

Q. How were the balance of the payments taken care of? A. The balance 
of the payments were taken care of by loans from the Farmers Bank to the Keeley+ 
Jowsey-Wood Mine. 

Q. Were you aware that the bank was advancing the money from time to time 
to take up those payments? A. I was not aware that the bank was advancing 

all the money. 
-  Q. Were you advancing any? <A. No, I had an agreement not to advance 
any. 

Q. You knew that Wishart had fallen down? A. I understood so from 
’ Mr. Travers. : 

Q. That would only leave of the directors Travers, the Farmers Bank, and 
Mr. Owens, with one share; who did you think was advancing the money? A. 
Thad nothing at all to do with financing the mine; I had absolutely nothing at all 
to do with it; I had an agreement, but I-had nothing at all to do with its and 
T stayed in that position. 

Q:. You acted asa director? <A. For part of the time. 

Q. Do you wish to be understood that you knew nothing of what was going 
on? A. I knew we were getting loans from the Farmers Bank. 

Q.- Did you know the amount? A. I could not tell you the amounts now. 

Q. Was the mine being operated? A. The mine was being worked. 

Q. When were you up there? <A. I was up on several occasions in the first 
year OF So. ; 

Q. You saw a very extensive plant going in? <A. Yes. 

@: You knew the money had to come from somewhere? <A. Yes. | 

Q. Were you putting up any security or giving any notes or anything? A. 
In connection with the mine? 
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Q. Yes? A. I had an arrangement I had nothing at all to do with the 
financing of the mine, and I stuck to that. 

Q. You were never called upon to do that? <A. No. 

Q. Just remained with whatever interest you retained and let somebody else 
find the money? A. Certainly. 

Q. That is a short statement of just what happened from the time you made 
the agreement in May, 1908, till the failure of the bank? A. That is as nearly 
as I can recollect the whole thing. 

Q. Did you know anything about the entries that were being made in the 
bank books with regard to these loans? A. No, sir; it was not possible for me 
to know; I was not an official of the bank and had nothing at all to do with the 
bank at that time any more than you had. 

Q. When was this $5,000 paid to you for the purpose of getting Wishart to 
agree to the underwriting? A. About the time of the underwriting, the day 
before or the day after, about that. 

Q. When was‘it? A. I cannot fix the date. If you get the minutes of 
the Keeley Mine, it was about the date of the underwriting. 

Q. That was the last company of all? A. Yes. — 

Q. The Keeley Mines, Limited? A. Yes. 

Q. The prospectus appears to have been on December 30th, 1908? A. It 
seems to me Wishart went over towards the spring with the Keeley Mine— 

Q. Yes, the prospectus was dated the end of December, 1908? A. Then 
it was later than that Wishart went over to England to place the stock, so that 
it would be later than that that the underwriting “took place. 

Q. On the 28th May there is a transfer of 50,000 shares of Wishart to Pake- 
man, of London, and 10,000 to Whitney, of New York, was not that part of the 
underwriting ? A. No, that was after he came back. They started a suit and 
were making trouble with Mr. Travers and he had to consent to the transfer of 
those shares. As a matter of fact, Mr. Travers was very badly abused by those . 
people all the way through. 

Q. The underwriting then would take place about the beginning of January, 
1909, and it was Wishart’s consent to that that had to be got? <A. Yes. 

Q. What was the necessity for his consent? A. The underwriting was 
chiefly by the bank; Wishart would get the stock at a certain price and he would 
place the stock at a higher price; the difference was Wishart’s profit. The bank 
was coming in and taking a profit off that first. Wishart’s position was at that 
time, Wishart wanted it at 70, and I suggested to him first that the bank should 
have it at 70. He says, “I have to place this thing over there and | should have - 
it at 70°”, and so it was necessary to adjust the requirements as between Wishart 
and the bank both wanting it at 70. 

Q. What was the result? A. The result was the bank got the underwriting 
alt 70. 

Q. And Wishart got it at what? A. I cannot remember the figure; Wish- 
art’s figure was higher; I know it left a handsome profit for the bank; Travers said 
at the time if Mr. Wishart was successful in placing this stock, as he thought he 
would be— 

(). Wishart appears to have stayed in through 1908 and 1909 and was paying 
nothing; anything said about his financial position at that date or the necessity—? 
A. I had nothing to do with that; that was a matter between Wishart and 
Travers; Mr. Travers knows what arrangement he had with Wishart and what 
other dealings if any he had with him; I had nothing to do with them. 


Q. I want to ask you some questions about the deposits by the Treasurer of 


Ontario; Mr. Dewart is here now. 
Mr. Dewart: What Dr. Nesbitt wanted me to call attention to was a 
paragraph in the editorial columns of the Globe of Friday June 20th. What Dr. 
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Nesbitt objected to as being practically a contempt of Court is this statement: 
“Now, what are the admitted facts in the case? Dr. Beattie Nesbitt needed 
money for the Keeley Mine speculation; that was the chief cause of the wrecking 
of the bank; he got the money from the bank through Travers on a promise to 
engineer the deposit of a like amount from the Government of Ontario.” 

Dr. Nesbitt desired I should bring before the Court this statement as one 
which he considers is absolutely unfounded upon the evidence and one which he 
feels reflects upon himself before he has had even the opportunity of giving 
evidence. 

Mr. CoMMissIonER: Go on Mr. Hodgins, please. 

Mr. Hoperns: Did you ever interest yourself to get a deposit in the Farmers 
Bank from the Treasurer of Ontario, Colonel Matheson? © A. I saw Colonel 
Matheson once during the year I was President of the bank. 

Q. That would be 1907? A. Yes. I told him we would like to have him 
make a deposit with the bank, that the Government was depositing with other 
banks which simply had branches in the city of Toronto and our bank had its 
head office here and we had a large number of farmers throughout Ontario who 
were shareholders interested in the bank and I thought we were entitled to a 
portion of the Government deposits as well as any other bank. He told me that 
he could not promise to give me a deposit just then, he would wait until he had 
seen more of our returns, and the bank getting along nicely,—He said the bank 
was rather young, that he would do something for us. 

Ch awelr 2A. Phat was all: 

Q. That does not seem to have been all; did you stop your efforts there and 
did they result in nothing? A. He subsequently made a small deposit with us. 

Q. How long after your talk with him? A. I cannot say. 

Q. What was the amount of the deposit? A. His first deposit, it was a 
small one, I have forgotten the amount now; there was not any reason why I should 
charge my memory with it. 

Q. You do not know; what year? A. During the first year of the bank 
while I was President of the bank. 

Q. There were small deposits which on the 14th of June were made into a 
deposit receipt, 14th June, 1907? A. That would be about the time. 

Q. There is nothing else of any consequence until it culminates in another 
deposit receipt on the 13th of May, 1908, of $15,000 and one on the 19th May, 
1908, of $10,000; had you anything to do with getting those? A. No, I never 
' saw Colonel Matheson afterwards in connection with any deposit in the Farmers 
Bank; I have told you the only time I ever saw him. 

Q. That deposit receipt appears to have been paid off on the 2%th December, 
1908; you resigned in February, 1908? A. I really was through actively as 
President at the end of 1907, as I remember the thing. 

_ QQ. Let me see that article, Mr. Dewart, and find out what the Doctor says_as 
to that. It has been stated that you got money for the Keeley Mine speculation — 
through Travers on a promise to engineer the deposit from the Treasurer of On- 
tario? A. It is not correct. ; 

_ Q. What did you say to Colonel Matheson in connection with the deposit other 
than you have told us? A. I did not say anything more than I have told you; 
that is the gist of what I said to you. It was in 1907. 

Q. There are deposits running on later then; they go on to 1909; had you 
anything ‘to do with the getting of those deposits? A. I never saw Colonel 
Matheson except the time I have told you in connection with that matter. He was 
Provincial Treasurer and handled the deposits; I saw him on that occasion and 
what I have told you is all I had to do with it. 

Q. Did Travers, seeing you were successful the first time, never say to you 
he thought the Government should make further deposits? A. He said he con- 
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sidered I was very unsuccessful and considered I had not any pull at all; he thought 
he should get much more money. 

Q. Did he ask you afterwards? A. That was the remark he made. 

Q. Did he ask you afterward, after you had made your first effort and been 
successful? A. He spoke to me again about trying to get deposits, and I told 
him that I could not do anything with that. He spoke to a great many people 
with reference to deposits from the Government and I may have spoken to some 
of my friends afterwards, but there was no direct or indirect interest between the 
deposits and my affairs with the bank. 

Q. ‘Travers seemed to be pretty hard up for money and claimed there was a 
promise made—here is a letter of June 18th said to be sent to Colonel Matheson 
(Exhibit 68): “ Two weeks ago I made some advances to the extent of $35,000 on 
the promise that $25,000 would be deposited by you, which was requested by the 
friends of Dr. Beattie Nesbitt ”—that carries it down to June, 1908; who were 
those friends? A. I do not know. | 

Q. You spoke just now of some of your friends, you had spoken to some of 
your friends? A. It would be quite absurd to try “and remember who I had 
spoken to in connection with getting deposits. ; 

Q. The statement is a very definite one? A. I did not make the statement. 

Q. Cannot you throw any light on who the friends were? A. [ did not 
make the statement. 

Q. Travers made the statement? <A. I do not care what Mr. Travers made; 
that don’t concern me. 

Q. You said a few minutes ago you had spoken to some of your friends? A. 
Yes, but that was in 1907. 

Q. He was getting harder and harder up, and attually went to your brother- 
in-law in 1909? A. You must understand that Mr. Travers as far as his con- 
versations with me are concerned never indicated he was getting harder and harder 
up; from the first to the last day of my official connection with the bank he always 
maintained that his bank was—A. No. 1, first class shape and he was getting 
along fine. - 

Q. Could you help realizing that neither you nor Wishart were putting up 
any money for the Keeley Mine, and as you knew $300,000 had to be paid, that the 
bank must be paying out a very large amount of money in proportion to its capital? 
A. I did not consider any money that the bank was paying out to the Keeley Mine 
—the Keeley Mine I considered a No. 1 first class asset, and the moneys paid out 
for the Keeley Mine should not have affected the bank a particle. The bank has 
more money than what it puts in one concern. 

Q. It had only a little over $500,000 capital? A. I do not remember what 
capital it had at the time we went. into the Keeley Mine. 

Q. You knew what it had when you ceased to be President? A. I know, 
but they were selling stock after that. ; * 

Q. They do not appear to have sold very much? A. fF did not look into 
that; I do not know anything about that. 

Q. Were not deposits a very important thing for a bank director to get who 
was putting that amount of money into a mine? A. I was not a bank director. 

Q. Bank manager; was not it very important for Travers to get them? A. 
I never saw a bank manager who was not willing to get deposits. I have had other 
bank managers besides Travers who asked me to get deposits. 

Q. Was not he following you up and trying to get you to use your political 
influence to get deposits? A. TI cannot see how— 

Q. Did you understand his remark in the letter? A. I do not care about ~ 
his remark in the letter. 

Q. You have no explanation of it? A. It had nothing to do with me. 

Q. You do not dispute it is true? A. Ido dispute it is true in the sense 
in which it is put in that letter. 3 . 
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Q. You say it is not true that this $25, 000 was requested from the Pressdrer 
by the friends-of Dr. Beattie Nesbitt? A. Certainly there was no item of $25,000 
ever mentioned or ever considered. The only suggestion at any time was to have 
the Government deposit with us. This $25,000 ‘has been. fixed up with regard to 
this other thing; this is all hot air, that is what it is. 

Mr. Commissioner: You have not told us who Mr. Phillips was as far as 
I recollect? A. Mr. Phillips was a mining engineer that got this option, had 
these men in the first place who owned the mine and had a verbal option from them. 
He came down here with a verbal option from them. 

Q. Was there any time in June, 1908, or at any other time, an advance made 
to you of $25,000 or any other sum on the promise that deposits to that amount 
‘would be procured from the Provincial Treasurer? A. No, sir. 

Q. As far as the Keeley Mine is concerned, your statement is you had nothing 
whatever to do with the financing of that, you were free from all connection with 
it?: A.- Absolutely. 

; Q. That these men Wishart and Travers were to look after the finances? A. 
Yes, that is quite right. 

. If T recollect right, lis statement is that when you were not able to put 
up the first $25,000 on the purchase price of the Keeley Mine that he advanced it 
upon the promise that you would procure an equal amount in the shape of deposits f 
A. No, that has been mixed up and brought in later. Mr. Travers at the time 
shortly after, around about the time that the mining transaction was put through 
as near as my memory serves me, all that was said in that regard by Mr. Travers 
to me was this, or words to this effect: “ Now, I have-helped you in getting 
Wishart to come in and arrange to float the mine, and as I have done that for you 
I think you ought to endeavor to get deposits for me and more business for me’ 
and I told him that anything I could legitimately do to help him to get more 
business I was very glad to do, and I certainly would. 

Q. Was that the time which resulted in Mr. Crompton coming in? A. 
‘Mr. Crompton came in subsequently to that, quite a long time after that. My 
‘memory of Mr. Crompton coming in was, that it was only three or four months 
after the mine was purchased, but it seems to have been about a year after by the 
negotiations, but I had forgotten the whole thing. 

Mr. Hopverns: There is a copy of a letter that apparently was sent by you 
to Mr. Noble in December, 1906; you have seen that letter? A. Yes. 

Q. Was that one written by you? A. That was a circular prepared by Mr. 
Travers to send out to our directors. 

Q. To the shareholders? A. I think it was to the directors. 

Q. This is written to Robert Noble? A. He was a director. 

Q. You say “ Our papers and everything were in such excellent shape owing 
to the care taken by Mr. Travers and Mr. Hunter, our solicitor”? A. That was 
as Mr. Travers told it to me; Mr. Travers drafted the letter. 

Q. And you signed it? A. Yes. 

Q. I suppose you read it? A. Yes. 

Q. You saw nothing that was wrong imit? A. I could not see anything 
wrong; Mr. Travers’ statement throwing some bouquets at themselves. 

Q: Would this letter dated: November 19th, 1906, fix the date at which you 
gave your signature having’ agreed to become President? A. Yes, that. would 
be about right. | 

Eixuipin 87: Letter dated the 19th November, 1906, to G. BK. Valleau, Secre- 
tary British American Bank Note Company, from General Manager of the Farmers 
Bank. 

Exurpit 88: Copy of letter dated December 4th, 1906, from Dr. Nesbitt, 
President, to Robert Noble, Norval. 

Q. Mr. Travers wants me to ask you a question whether you remember 
Wishart being up in Haileybury with quite a number of other people, anxious, as 
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Travers says, for the option to fall down, in which case I suppose he would take 
it up independently, and if it was not on that occasion you saw his bank book? A. 
I remember very distinctly the fact that Wishart was up there anxious for the option 
to fall down, because Mr. 'Travers’ impression was that he was double crossing him. 
I think Mr. Travers is absolutely right. I went up there at Mr. Travers’ request 
to look after things in his interest and protect him, because Wishart, as I under- 
stood from Mr. Travers, had made a promise to come forward with money for that 
particular payment, I think—Mr. Travers will correct me if 1 am wrong about 
this—that Wishart had promised Mr. Travers that he would come forward with 
money for that particular payment, and Mr. Travers had waited until the last day 
and last hour for him to do it, and he sent me up to Haileybury to watch things for 
him and to see Keeley and Jowsey and Wood and see if we could not get some little 
extension so that it would not be possible for Wishart to throw him, and I went up 
and I got the thing fixed up anyhow, and Mr. Travers got in ahead of Wishart. 

Mr. CoMMIssIONER: What you were asked was whether you may not have seen 
Wishart’s bank book at that time and not when the payment became due here? A. 
My impression is that I saw the bank books at the time the payment came due here. 
If it is any importance to verify, it should not be hard to have a Commissioner in 
New York look into the thing and take the evidence, because Wishart can produce 
his bank books, but that is my impression. I would not swear positively—Mr. 
Travers asked the question—I would not swear positively that was the time I saw 
his bank books; my impression is that was the time. 

Mr. Hoperns: I may as well say before Dr. Nesbitt goes there is another 
matter, and that is in relation to that special return which was made in May, I 
think it was, 1907, and I think the evidence with regard to that is only material so 
far as the purposes of the commission are concerned, as showing the difference 
between the amount of the notes actually on hand and the amount of the notes men- 
tioned in the special return. The only question I proposed to ask Dr. Nesbitt about 
that was whether he knew the amounts. of the notes that had been got and that had 
been pledged? A. I knew nothing at all about the details in that way; I can 


assure you 1 knew nothing at all about that; when you get on to the details I knew _ 


nothing about it. | 

Mr. Hoperns: I am not interested as to whether he knew the statement was 
true. or not, because as far as we are concerned, it does not appear to have been 
correct; but that is the only question I wanted to ask. 


a 


Mr. Hopeins: Mr. Clarkson wishes to make a statement. 


MR. G. T. CLARKSON, Recalled: 


He said: I made a statement here the other day that the World newspaper 
account had been paid. At the time I believed it had been paid, and Mr. Maclean 
did too. But a difference arose over the agreement. The payment was not made, 
and at the present time the account is owing to the bank. I had executed a docu- 
ment, the money was available, I had understood it had been passed over. A dis- 


agreement arose between the solicitors as to the terms of the document, and this ~ 


report which was put in to Mr. Maclean was withdrawn. He is now endeavoring to 
arrange matters to pay the account; but I wish just to correct the testimony. 


The Commission adjourned at 4 P.M. to 11 A.M. tomorrow. 
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The Commission resumed at 11 a.m., at Osgoode Hall. 


GEORGE GUTHRIE, Recalled: 


Mr. Hoperns: . I just wanted to ask you a question I forgot when you were 
here before; while these papers were in the dectectives’ custody did any reporter or 
editor of any of the papers, daily papers, or evening papers, see them? A. No, sir. 

Q. Quite sure? <A. Positive. 

Q. Could they be seen without your knowing it? “A. Not unless they would 
break into my locker which they did not do; at least my locker has never been 
broken. 

Q. You could not account for the circumstantial way in which the documents 
were described? A. No, I could not. 

Q. I think I asked you the last time about the custody of the papers? A. 
Yes. 

Q. Would County Constable Burns be the one who got them if the matter was 
transferred from the County Judge’s Criminal Court. to the Assizes? A. He 
might not, they were not exhibits. 

Q. What would become of them? A. I would hand them over to Inspector 
Duncan and he would hand them over probably to the Crown Attorney. 

Q. Who would the Crown Attorney be? <A. Mr. Baird was at that time. 

Mr. Commissioner: What did he hand them over to the Crown Attorney 
for? A. Ido not know unless they would be talking over the cases that would be 
coming up. 

Q. But there was a case founded on these letters? A. No, sir. 

~ Q. What would they be handed to the Crown Attorney for? A. -That I could 
not say; I know they were got from me by Inspector Duncan. 
Who is it that leaks from the Police Department about papers or who is 
your publicity officer? A. Sometimes we would like to know. 

Q. You have not anybody ? A. Not that we can accuse of that. I might 
say about them that it was Mr. Clarkson or one of- his boys that asked me if I had 
those papers at that time and I said no. I had them though at the time. 

@: You said no? <A. Yes, but I told him I had not. 


ROBERT BURNS, Sworn, Examined by— 


os Hopeins: You are a County constable? A. I am a Provincial con- 
stable. 

Q. And you I think act in the capacity of clerk to the County Crown At- 
torney, do you not? <A. Yes, sir. 

Have you or did you get the custody of any of the papers connected with 
the criminal cases before the County Judge’s Court or the Assizes? A. I have 
done for a number of years. 

Q. Who do you get them from? A. !From the Ponce Court clerk, Mr. 
Arthur Webb. 

Q. Are you recognized as the person who gets the papers that have been filed 
in the Police Court? A. Always have been for a long time. 

Q. Are those the only ones filed as Exhibits, filed with the Clerk of the 
Court? <A. I get the papers and I always get possession of any exhibits in 
reference to any trial where they have been committed for trial. 

Q. Do you get anything from the Toronto Detective Office? A. As Exhi- 
bits? 
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Q. As papers connected with the case? A. No. I get eXety HONS from 
Arthur Webb; I get nothing from the Detective Office. 

Q. Are you distinguishing between what is marked by the Clerk of the Court 
as an Exhibit and other papers? A. No, I am not distinguishing any. I am 
saying that I get all Exhibits from the Police Court Clerk, and that is Arthur 
Webb, and they are entered in the Police Court Book which I give a receipt for, 
and this case we are speaking of, I have the Police Court book in my pocket and 
also my receipt for all the exhibits that were in the Police Court case. 

Q. Let us‘see them? <A. (Produces Police ‘Court Clerk’s book). 

Q. That is a receipt apparently for certamm numbered Exhibits? A. That 
is it. 


Q. Signed with your initials for James Baird, is that the only one? A. 


That is the only one of Exhibits in any of the cases. 

Q. Did you get any other papers which were not marked by the number of 
the Exhibit? A. No, sir, none whatever. 

Q. When you get them you have an office in the City Hall Building, don’t 
you, where you keep them? A. Detective Guthrie and myself brought those 
Exhibits over into Mr. Baird’s office, and directly we got them there we both sat 
down and we went over:them and we tabulated them according to these numbers, 
and Detective Guthrie has some long envelopes, there were some of them similar 
to this, and the number of the Exhibit was already. on them in some of the cases, 
and also a statement, of what was inside the envelope. 

Q. ‘Can you throw any light on our inability to find any papers which are 
connected with the Farmers Bank which were not put in formally as Exhibits? 
A. INO PST: 

Q. Did you-ever have any other than those Exhibits? A. No, I cannot; 
I can tell exactly what became of all these Exhibits as far as my knowledge is 
concerned. 

Q. We have seen all those? A. We did not examine the insides of the en- 
velopes; we simply tabulated them according to the Exhibit that was there. 

Mr. Hopeins: I have all those numbered Exhibits. 


JAMES P. HAVERSON, Sworn, Examined by— 


Mr. Hopatns: You are a reporter on the World? A. Yes, sir. 

Q. Have you ever gone through these papers connected with the Farmers 
Bank prosecution in the hands of the detectives or in the hands of any one else? 
A. No, Str. 

Q. Did any one connected with the World or any other newspaper to your 


knowledge? A. The Globe printed some letters in connection with it, and I 


suppose if they were accurate prints of any letters they must have had some sort 
of access to them. The ‘City Editor of the Globe would be able to tell you how he 
got that news. 

Q. ‘That is your inference from seeing them in the paper, ‘but you do not 
know anything about that? . A. No, except that is what happens on newspapers. 

Q. None of the papers which we have been hunting for have come under 
your notice? <A. No papers at all were ever under my notice except any papers 
that might have lain on Inspector Duncan’s desk when I was in there, and I would 
not recognize them other than papers that were on his desk, more than seeing 
Farmers Bank on the outside of some envelope or folder I would not be able to tell 
anything about them. 


’ 
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T. LOUIS MONAHAN, Sworn, Examined by— 


Mr. Hoperns: You are a practising barrister here? A. Yes. 

Q. And were a partner of the late Mr. James Baird when he was County 
Crown Attorney? A. Yes. 

Q. I think during his illness latterly you did some of the work for the 
Crown? <A. Qh yes, during all the time he was County Crown Attorney. 

Q. You conducted one of the prosecutions, perhaps more than one arising 
out of the Farmers Bank? A. I think I conducted three before the County 
Judge. 

Q. Do you remember whose those were? A. Yes, Crompton; he pleaded 
guilty IT think; Munro he was tried before Judge Winchester, and I think Mr. 
Warren and Mr. Morden i in connection with some dealing in regard to the currency 
of the bank. 

Q. But in connection with those prosecutions or as Mr. Baird’s partner, did 
you have possession of any of the papers of the Farmers Bank that were seized by 
the detectives? A. I-have no doubt that I had all the Exhibits in each one of 
those three cases. 

Q. Did you see any papers other than those numbered and marked as Exhi- 
bits? A. I saw the Exhibits in-what we term the conspiracy charge against a 
lot of them, I saw the papers in that. 

Q. They were all marked as Exhibits? A. I was not in that case, I never 
examined them closely enough, but I have seen some in Mr. Corley’s room, I 
assisted Mr. Corley in that case in the Police Court at his request, and at that 
time I saw the Exhibits in that case. 

Q. Did you ever see this $3,000 cheque? A. No, I never heard of it. The 
facet of the matter is Ido not think I recollect ever having seen a Farmers Bank 
cheque, if it is a Farmers Bank cheque. 

. Did you get possession of the World file? A. No, I have never seen 
them at all. 

Q. Do you know whether Mr. Baird’s office got possession of any papers or 
had them in any way? A. I would be very much surprised to learn that they 
were ever in his possession, because all the Exhibits in the Farmers Bank that 
ever came over were brought over through Detective Guthrie and Burns and per- 
sonally I never procured any other papers direct from Inspector Duncan, and I 
would be somewhat surprised to learn that Mr. Baird ever had;.if he had it was 
without my knowledge. 

Q. Did he take part in the prosecutions himself personally, or did you? A. 
In the early part, I do not remember exactly what date, it would be before there 
were any committals for trial, but I think the time the committals for trial took 
place Mr. Baird’s health was such that he was very rarely im the office; he used to 
come down to the City Hall once in a while but he did not take any active part. 

Q. Would you have anything to do, or you and his office have anything to do 
with the Assize prosecutions ? A. Not unless, as a matter of fact, I think 1t was 
Mr. Staunton prosecuted some of them in the conspiracy charge—the only assis- 
tance that I rendered ‘him in that was in the preparation of the indictment. At 
the time that case came ion ‘before the High Court T was then acting for Mr. Baird 
before the Sessions ‘Court. 

Q. What precautions are taken with the papers that are marked as Exhibits 
or are in the hands of the Crown officers for information which they may or may 
not make Exhibits? A. They are kept in the office there. The office is always 
kept locked, or if it is open it is in the custody of Mr. Burns and he has instruc- 
tions not to hand out any papers to any person unless he gets permission to do so 
or gets a receipt. 


\ 
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Q. Does his instructions prevent people seeing the papers? A. It would 
prevent them seeing them unless Burns was there and watching, and Mr. Burns is 
very very careful, I have noticed that particularly. 

Q. There are no instructions against him letting people see them? A. 1 
do not think he would in a case of this nature, but if it was the case of a person 
acting on behalf of the accused desiring to see certain documents which would be 
a matter of necessity for the lawyer to know about, I have no doubt Mr. Burns - 
would allow him to see them. 

Q. Mr. Burns says he only has the Exhibits; what about the papers that 
come into the hands of the Police and the Crown Officers naturally go over them 
for the purpose of seeing if they are useful? A. Those would most likely arise 
in this way; when the case, after committal for trial, the Exhibits and the informa- 
tion and the papers would come over, and if there was anything unusual about the 
case, you would, request to see the detective who had charge of it, and then no 
doubt you would learn from him that there were certain other papers that would 
be of assistance and he would get them for you. 

Q. Then he might have charge of some of the papers not actually marked as 
Exhibits? A. That is quite usual. 

Q. You cannot throw any light on where these papers which have not been 
marked as Exhibits are, but which we want to get? A. I do not really know 
which ones you have reference to. 

Q. I have referred to that $3,000 cheque? A. There was a letter said to 
have been written by the Provincial Treasurer. I was aware that there was some 
correspondence regarding dealings between the Toronto World and the Farmers’ 
Bank and I knew they were there, because Mr. Clarkson ¢ither wrote to me or 
telephoned to me or to Mr. Baird, and I answered him asking for tiese papers: 
that would be some time in August or September, 1911; and I told him then that 
I did not have them; and that was as a result of the investigation I made in the 
office. I did not see these papers, I had never seen them, although I knew they 
were in existence. At that time I did ascertain where they were and found they 
had never been JEixhibits. Inspector Duncan told me they were in Detective 
Guthrie’s custody at that time. 


BENJAMIN GEORGE KILLORAN, Sworn, Examined by— * 


Mr. Hoperns: You live in Haileybury? A. Yes. 

Q. And you had something to do, I think, with the original sale of the Keeley 
Mine? <A. About the time they were talking of selling it Mr. Phillips came to 
me for a loan of money, so I gave him $375. 

Q. Who is Mr. Phillips? A. He is a mining engineer. 

Q. What had he to do with this property? A. He went to the owner, Keeley, 
Jowsey and Wood and examined it. 

Q. Did he have an option on it or was he just an engineer? A. I could 
not tell-you whether he had an option or not, but for my protection I went to the 
owners of the property, and if any deal would go through I was looking for a 10% 
commission. 

Q. What is that? A. I went to the owners of the property myself and 
they agreed to give me 10% commission, which they did. 

Q. If you sold it? <A. If the property went through. 

Q. Was there a deal on with Phillips? A. Phillips was negotiating with 
some people, I do not know who they were. 

Q. Were you and Phillips to share the commission? A. Phillips’ commis- 
sion, I do not know whether he got it or not; I cannot say. “ 
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Q. Were you and he partners in trying to sell it? A. I went to the owners; 
I had not anything to do with Phillips, but I loaned him the money. 

Q. Who did you effect a sale to? A. I did not have anything to do with 
the sale at all. 

Q. I thought you said they paid you a commission? <A. Keeley, Jowsey 
and Wood paid me a commission. 

Q. Who did you sell the property to to earn your commission? A. They 
paid me a commission because I went to them and I told them I had loaned some 
money in order to try and put the deal through. 

Q. Did you put the deal through? A. No. 

Q. Who put it through? <A. I could not tell you who. 

Q. What was the deal—who bought the property? A. I could not tell you 
who bought it. 

Q. Who paid for the property? A. I cannot tell you that. 

Q. Do you mean to say you got a commission of 10% on a deal you cannot 
even tell us anything about; I do not understand you; I thought you told Mr. 
Thompson here all about the sale and the amount that was paid and what you 
got? . A. According to the commission I got, it was $300,000 paid. 

Q. Who did you get your commissions from? A. Keeley, Jowsey and Wood. 

Q. What did you do to earn your commission? A. I had lent the money 
to Mr. Phillips. 

Q. How much money? A. $375. 

Q. And your commission amounted altogether to how much? A. It came 
through my hands, it was $30,000. 

Q. For lending this money to Phillips; is that all you can tell us about the 
deal? A. That is pretty near. 

Q. Don’t you know who bought the property? <A. No. 

Q. Who was to pay you your commissions? A. The Union Bank. 

Q. Under whose orders? A. Keeley, Jowsey and Wood. 

_Q. Who was the one you went to when you said you went to the owners? A. 
Keeley, Jowsey and Wood. 

Q.-° All-three?’~. A. . Yes: . 

Q. Did they live together? A. No, they were on the property at the time. 

Q. Phillips then was to put the deal through? A. I could not say. 

Q. Is there something you do not want to tell? A. No; only I have an 
agreement here in my pocket and I just lived to that. 

Q. Do you know what that agreement is; let me see it? A. (Produces 
an agreement). 

Q. This is between Phillips and you, and you agreed to pay Phillips 50% 
of all the commissions received by you from the sale of the mining property oe n 
as the Keeley-Jowsey-Wood claim H. R.-19; did you pay Phillips 50% of the com- 
missions? A. Yes, it went to this gentleman. (Produces a letter with a cheque 
attached. ) 

O- ‘To HD. Graham? ~°A. - Yes. 

Q. What had he to do with it? A. I suppose he was the lawyer that acted 
until his death. 

Q. H. D. Graham was a lawyer at Haileybury? A. Yes. 

Q. Who was he acting for? A. I understand he was acting for Keeley, 
Jowsey and Wood. 

Q. You wrote to the Union Bank May 20th, 1908: “TI hand you herewtih 
agreement signed by Jowsey, Wood and Keeley for payment to me of 10% on the 
sale of the mining claim to Dr. Beattie Nesbitt ”—have you that agreement? A. 
The agreement I tried to get it, but he said he did not know where it went. 

Q. Who? A. The Union Bank. 
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Q. You had the agreement? A. He said he made it a practice when the 
thing was through like that, he was through with it. 

Q. You had an agreement which is described here dated 19th May, 1908, 
between the owners of the property and yourself? A. Yes. 

Q. Agreeing to pay you 10% on the sale to Dr. Beattie Nesbitt? A. Yes, 
I cannot remember who the agreement was with; it was just for the bank, and it 
was handed in to the bank. 

Q. This is your own letter? A. Yes, it was handed in to the bank by the 
owners, by Keeley, Jowsey and Wood. 

Q. Did you ever see it? A. Well, I heard it read at the time. 

Q. The agreement authorized the bank on receipt of payment from the pur 
chaser to put 10% to your credit? A. Yes. 

Q. And that is why you send the agreement apparently? A. Yes. 

Q. You think Graham was acting for the owners? A. Yes, he was at that 
time. 

Q. Why did you pay him $2,500? A. He was looking after Mr. Phillips’ 
affairs, he was looking after the deal. 

Q. Looking after Mr. Phillips’ affairs? A. I suppose. 

Q. Was he Phillips’ lawyer? A. I could not tell you. 

Q. Did you owe him anything? <A. No. 

Q. You just paid it on Phillips’ account was it—you were to pay Phillips; 
did you pay Graham on Phillips’ account instead of paying Phillips? <A. I was 
authorized to give it to Mr. Graham. : 

Q. Was Phillips acting for Beattie Nesbitt or for the owners? <A. I could 
not tell you. 

Q. Did he ever tell you who he was acting for? A. No, he did not, not to 
my knowledge. 

Q. At all events he got from you or you paid him or to Graham $15,000, as 
the commission; did you pay Phillips $15,000? A. Yes, it went through my 
hands. 

Q. You paid him that or the bank paid it for you? <A. Yes, 

Q. And you’say you do not know who he was acting for? A. No, I could 
not tell you who his people were. ; 

Q. Did he never tell you? A. I do not remember; he was busy at the 
time; he was away pretty nearly all the time until the deal went through; I did 
not see him at all. 

Q. Isee there is a provision in this agreement of yours that you were to pay 
Graham the said 50% commission? A. Yes. 

Q. Did you ever run across Dr. Beattie Nesbitt? A. Yes, I met him. 

Q. Did you ever try to sell him the property? -A. No. 

Q. You really had not anything to do with making a sale to him? A. No, 
all I had was the owners; if the deal went through the owners were to give me 
10%. 
Q. What did you do with your $15,000, keep it all? A. I did not keep it 
very long. 

Q. Had Phillips any connection with Dr. Beattie Nesbitt? A. I could 
not tell you. 

Q. You might not, but did you suspect, did you think he had? A. Well, 
I did not know; they went to the property together. 

Q. Had you an option on the property from the owners yourself? A. No, 
Mr. Hodgins. 

Q. Where is Phillips now? A. I think he is in Haileybury. 

Q. What is his business, mining engineer? A. Yes, he has followed up 
that as far as I know of it. | 
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Q. What was the sale price of the property $300,000? A. I do not 
know. what the sale price was, but according to the commissions that was placed 
to my credit, it would be $300, 000, at 10%. 

Mr. Commisstoner: When did you first see Phillips about it? <A. It 
would be I should judge two or three months before the deal went through. 

Q. What was Phillips doing, interesting men to sell the mine? A. It looked 
to me that way. 

Q. Surely you must have known what he was doing; was he trying to sell to 
some one? A. He went down to the property and I suppose he examined it and 
got a report on it and went away. 

Q. Was he the man that was trying to sell it and was earning this commis- 
sion? A. I cannot tell you that. 

Q. You did not earn it? A. I thought when I loaned the money— 

~Q. ‘Loaned the money what for? A. He was reporting on it and apparently 
to me, trying to get some one interested. 

Q. Trying to get somebody to buy? <A. Yes: 

Q. And you lent him $375 and you and he were to divide the commission if 
the sale was carried out, is that it? A. Yes, that is about the way. 


o . 


GEOFFREY T. CLARKSON, Recalled: 


_ Mr. Commisstoner: You prepared a series of statements as to the position 
of the bank, commencing, the first of them, as of the 30th November, 1906? A. 
I did. 
: Q. And then at the end of each year down to December 19th, 1910? A. 
Yes. 
Q. You have placed in front of it a memorandum which explains what these 
statements are, and how far they are accurate? A. Yes, sir. 
Q. Is that statement correct? A. My memorandum? 
Q@.. Yes? A.  Yés, ait, if iv. 
Q. Then these show that on the 30th November, 1906, there was a deficiency 
of $45.771.84? <A. That is correct. 
Q. Is that made up practically of the preliminary expenses ? A. Yes, sir. 
Q. By the end of the year that had increased to $65,252? A. That is 
correct. 
And by the end of the next year to $221,801? A. Yes. 
Q. To the end of 1908 to $591,870? A. Yes. 
Q. The end of 1909 $904,536? <A. Yes. 
Q.. The date of the failure of the bank the deficiency was $1,272,686? A. 


Q. I think you put in a statement showing how much the various sources of 
loss, thatis in isit not? A. Yes, that is in there. 

Q. Is it not in independently of this? I thought we had a statement show- 
ing? A. There is a report I made in the beginning which contains these items 
with some slight differentials as the result of the evidence as has come out here. 

Q. That statement shows what was lost in the running expenses of the bank, 
assuming they had made no bad debts at all? <A. Yes. 

Q. That is one item? A. Yes. 

Q. Another shows what they had lost in bad debts? A. Yes, there is a 
summarized account and a detailed account I produced here. 

Q. It shows with reasonable accuracy how this large deficiency came about? 
A.- It shows with reasonable accuracy within a few thousand dollars. 
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Exupit 89: Statements of affairs December 31st, 1906-7-8-9-10 re Farmers 
Bank. | 

Mr. Hopains: We have a statement book from you, and from time to time 
we have marked some of the pages in it? A. Yes. 

Q. In consequence of any of the evidence that has come out here, is there 
anything to bring it up? =A. There are a few thousand dollars, and I changed 
the last page in that book to agree with this (the last page of 63 to agree with 
Exhibit 89). 

Q. There is no substantial difference? A. No. 

Q. We can say these figures are correct to date? A. Approximately; it 
- comes within about seven or eight thousand dollars; if it had come within $20,000 
I should have been satisfied, but it is closer than that. I do not know that you 
got this account in as an Exhibit; for instance the operating losses. 

Mr. Commissioner: I thought that was put in. 

Mr. Hopains: Point out the pages. : 

Mr. CoMMissionER: That bookisin? A. ‘There are pages; and this morn- 
ing I withdrew that last page and substituted this other. 


Mr. Hopeins: Page 111 of Exhibit 63, owing to what has transpired in the 


course of the evidence, you have made some corrections? <A. I have made some 
corrections and they may reflect a little bit on these prior accounts preceding; for 
instance this $87,000 organization expenses, it will appear in here as $96,000, the 
difference arises out of that explanation as to the Menzie noté transaction. 

Q. That makes the unexplained deficiency? A. $7,700. 


W. R. TRAVERS, Recalled by— 


Mr. Hoparns: In reference to the evidence of the witness Killoran, do you 
know anything about Phillips? A. J.B. Phillips? | 
Q. Yes? A. Yes, I know him very well. 


Q. With whom was he acting in connection with the Keeley Mine? An 


He was the go-between for Dr. Nesbitt and the owners. 

Q. In whose interest was he acting? A. He was acting for Nesbitt I should 
say. 

Q. Did he acquire any interest in the Keeley Mine after the deal went 
through? A. He certainly did. I was astonished to hear just now that he had 
got commission on both sides. : 

Q. What did he get from the side of the purchaser, Dr. Nesbitt? A. He 
got 110,000 shares of stock, if I remember right. 

Q. He got that from out of Dr. Nesbitt’s or out of whose? A. He got 
that out of Nesbitt’s stock, or the stock that stood in Nesbitt’s name. 

Q. How long did he retain it? A. I think it is standing in his name 
now. 

Mr. CiarKson: The bank sold it out and bought itin. A. They could 
not sell it; it is under pool. 

Mr. Hopverns: Since the failure. 

Q. You say you were surprised to learn he got commission from the owners 
as well? A. I was. 

Q. Did you regard him as representing Dr. Nesbitt or the mine purchasers 
in any confidential sense? A. I did not; to show the truth of that I would not 
settle with him until he brought suit or threatened suit for his stock through a Mr. 
Douglass in the city and Nesbitt advised the transferring of these shares to him. 

Q. What did he sue the bank for? <A. He claimed $200,000. 
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Q. On what basis? A. As the agent for the purchase of the property. 

Q. As agent for Dr. Beattie Nesbitt so to speak in purchasing the property? 
A. Yes. 

Q. Did he claim he had a bargain with Dr. Nesbitt to get that amount? 
A. . Yes. 

Q. How much did you finally give him? A. $110,000. 

Q. compromise? <A. Yes. 

Q. On Dr. Beattie Nesbitt’s advice? A. Yes, absolutely. 

Q. Was it on his report the property was bought, the mining engineer? A. 
Yes, I relied on his report as far as the interest I took in it. 

Q. How were you informed about Phillips, did Dr. Beattie Nesbitt tell you? 
A. Dr. Nesbitt introduced me to him as he told here yesterday in the Rossin 
House and Nesbitt had a brief report of the mine together with samples of ore, 
and that is the way it started. 

-Q. .Was he employed to investigate the property? A. I understood at that 
time that he was sent by the owners, that he had arranged with the owners to 
dispose of the property; that is the way I looked upon it and I thought it was a 
matter as between Nesbitt and Phillips, and it was a long time afterwards before I 
found out that Phillips was entitled to any commission in it whatever. 

Q. So far as you were concerned you thought he was acting for the owners? 
A. Yes, between the owners and Nesbitt I did not know what the position was 
exactly. 

_Q. You did not deem that there was any commission coming to him? A. 
I certainly was surprised when I heard that to-day. 

Q. Commission coming to him from Nesbitt? A. I thought in the end 
Nesbitt had made a deal with him and Dr. Nesbitt said yesterday that I agreed to 
give that commission; his memory is at fault; I never promised anything of the 
sort. 

Mr. ComMissionER: What was his statement, that you agreed to it or you 
consented? A. His statement was at the Rossin House meeting that I had told 
Phillips that I would give him a commission. 

Q. Oh, yes; that you had volunteered that? A. Yes. 

Mr. Hoperns: When you first met him you thought he was acting as a go- 
between between the owners and Dr. Nesbitt? A. Yes, I thought Nesbitt had em- 
ployed him in connection with the deal or the owners had; I did not make inquiries. 

Q. When did you learn what his real position was with regard to Nesbitt? 
A. At the time that the $110,000 of stock was transferred; the books will show 
that. | 

Q. The property was introduced, and then there was a payment of $50,000 
and there was another payment of $50,000; how soon did you learn what Phillips’ 
interest was? A. As soon as the joint stock company was formed Phillips dropped 
as far as I was concerned completely out of it; I never heard of him until the time 
that he applied for a commission. 

Q. What joint stock company? A. The Keeley-Jowsey-Wood. 

Q. Hedropped out? A. Yes, and never heard anything more about Phillins 
whatever. 

Q. He cropped up before the second company was formed, the Keeley Mines 
Limited? A. No, I do not think the records will show that; I do not think he 
showed his hand till the new company was formed and a deal was under way to 
dispose of some of the stock. 

Q. That was the Keeley Mines Ltd? A. Yes. 


Q. And he showed his hand and came in and claimed? A. Then a Mr. 
Douglass, a lawyer, called in and said to me he wanted that stock transferred forth- 
with and I said I did not know anything about it. 
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Q. You did not know he was getting commission from the other side and did 
not learn it till yesterday? A. I had heard hints of it, but I never knew it to 
be the fact till to-day. 

Q. At the time you settled with him, had you any idea he had got a com- 
mission? A. I had not; he denied it point blank. 


Q. . Have you gone over as you promised to go over the list of people that got. 


loans at the early stages of the bank, having got wind of what has beep done down 
in Ottawa? A. I went carefully over the books for two or three hOtrs in Mr. 
Clarkson’s office and I have made up a list, but I feel I ought to modify what [ 
have said the other day in answer to the question whether the loans were made 
because I was afraid of their using the knowledge that they had. I can hardly say 
that to-day, but I can simply say that certain loans were made through the request 
of people who were intimately associated with me. 

Q. What was that again? A. I say I can only say to-day that certain loans 
were made through the influence of people who were associated with me in the 
early stages such as Nesbitt and some others. I would not like to say now under 
oath, after going through the books that I actually made those because [ was afraid 
of the people exposing anything. 

Q. What reason had you for making them? -A. Well, the reason I gave; 
I thought it would not be well to quarrel “with them. 

Q. What reason do you give now for making them? A. Simply acceded io 
their request, thinking it was well to be friendly. 

Q. Do you mean to say now there was not a suspicion of fear? A. I can- 
not look on it in that light. 


Q. Why did you look on it in that light the other day? A. {[ thought some | 


loans that were made subsequently might have been, but perhaps I spoke a little 
too quickly the other day. 

Q. It is not the sort of thing that any one would ever say if they did not 
mean it I, should think? A. I ean only just answer you as I feel now, and that 


is my feeling now, and J am put on oath, and I can hardly say I made those loans, — 


such loans as I have made a list of through fear of exposure. 

Q. What was the actuating cause? A. I just explained to you; the reason 
was, that, take Nesbitt for instance, he insisted or requested me to make a certain 
loan on which I think we lost considerable money; the early association influenced 


' me to do it. 


Q. What do you mean by the early association? A. At the organization of 
the bank. 

Q. That is a very different ine lending it because Dr. Nesbitt was asso- 
ciated with you and lending it because you were afraid somebody would make use 
of the knowledge? A. Quite so; that is exaetly the position I take to-day, that 
eal I will have to modify that and say I do not say now that I made it through 

ear. 

Q. There was no knowledge that Dr. Nesbitt could make use of without in- 
volving himself? A. He said yesterday he knew nothing about the original 
transactions of the bank and I say he did absolutely, that he knew all about them. 

Q. What are the aggregate of these loans you made up? A. I do not know 
how it has turned out; I only made a list here with a few notations of losses but 
T really think it would not be well to publish these peoples’ names. 

Q. I ask you for the agregate of the loans first? A. There is about $40,000 
of loans I think have turned out losses. 


Q. How soon after the organization of the bank did you make these loans? 4 


A. They commenced within a few days, some of them, spread over a few months 
over the early part of the bank. 


Q. Have they been paid or are they losses? A. No, they are losses, I do — 
not know exactly; Mr. Clarkson could answer that; there is a loss I think of $10,- 
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000 in one case, $8,000 in another and $7,000 in another; and the total advances 
to another man were $13,000, I do not know how that has turned out. 

Q. What attitude do you take about those? A. I take this attitude, that 
after going over these loans for me to say that I made those loans through. fear of 
him exposing the original transactions of the bank I can hardly do that to-day; I 
hardly think it would have been fair to publish these names although I prepared 
the list. 

Q. What have you made up your mind to do about the $3,000? <A. I have 
thought that: over very seriously and worried very much over it, but I do not feel 
disposed to change my attitude and make it public. 

Q. Do you think you are justified in refusing to disclose that name and also 
to say that you do not think these names should be made public and I suppose that 
involves a refusal to give up those names? A. I have a list of the names of the 
loans that were made, but as for the other matter I looked upon it as a private 
matter and I do not feel disposed, I do not see it can do any good; if I could I 
would do so. As for the loans, after my statement here it will be a matter | for 
Mr. Commissioner to say what he likes about those. 

Q. What position do you take about the names? A. There are some of 
them I do not care anything about and there are others I think it will only cause 
them to rise up and say it is, untrue and all the rest of it and I do not see it will 
do any good. Some of them I do not mind. There is the Gas and Electric Power 
Co., I will give you that; we lost $8,000 over that; Dr. Nesbitt was silent partner 
in that; am I right in that? 

Mr. Crarkson: As to the loss, yes. A. There was a Poole Publishing Co., 
we lost $10,000 in that, that is Lindsay’s doings. I do not mind those being pub- 
lished ; but-there are some other ones. 

Q. You have given us the names of Dr. Beattie Nesbitt and Lindsay as being 
responsible for lending those two; who was the responsible for your lending the 
others if you say it was through associations? A. I will have to take that respon- 
sibility on myself. 

Q. You drew a conclusion cua in these cases where no one else was respon- 
sible—? A. One man on here whose name I do not wish to mention I asked him 
_ to be a director, and I thought it was only fair to tell him the original history, 
because I knew he would find it out when. he got on the Board, and I do not think 
we ought to publish his name. I think there is some big amount that is still owing 
upon that. 

. Q. Did he decline to go on the board? A. Well, he made up his mind te 
go on at first and afterwards declined, yes. 
- Q. And in the interim did he get a loan? A. Yes, he got several loans. 

Q. And has not paid them? A. I do not think, Mr. Clarkson might look 
at the second name. . 

Mr. CLARKSON: No, that is not paid; that is compromised. We took a set- 
tlement; and took over certain real estate, and we will lose four to six thousand 
dollars on that. 

Mr. Hopeins: Then with regard to what others do you name anybody, you 
said it was through your associations that you loaned—? A. We lost a large 
amount of money through Mr. W. H. Hunter and the Graphite Co., that is another 
name on there; that has all been brought out: here before; and the third name will 
you look at that third name, did not you lose something on that? 

Mr. CLARKSON: $6, 000. 

Mr. Hoperns: I do not want any names published that will embarrass the 
liquidator on realizing? <A. No, very likely it would. 

Q. Because it is absolutely necessary he should have every chance to get all 
he can; there is no use investigating it at the expense of the shareholders. 


Mr. CoMMISSIONER: Is that a personal liability of Mr. Hunter? 
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Mr. CLuarKson: No, sir, it is a company liability. There was a time I think 
when it was a personal liability ? A. At first it was. 

Mr. CrarKson: At first, and then it was formed into a corporation, and we 
only hold the corporate liability now. 

Mr. ComMiIssIoneR: For how much? 

Mr. CLARKSON: $88,000. 

Mr. Hopeins: Have you given Mr. Clarkson all the information you can 
regarding these loans so that he may have an opportunity of realizing upon them 
if possible? A. I think I have been frank all through with Mr. Clarkson in 
every matter all the way through. 

Mr. Crarkson: That is perfectly true; Mr. Travers has given me every 1n- 
information. A. I have told him even some things that he has agreed not to 
make public here. 

Mr. Hoperns: I do not want to ask for the names if it is going! to affect the 
realization of the assets? A. Mr. Clarkson thought that. 

Q. It should not embarrass the liquidator? A. That is the way the liqui- 
dator felt with me when we were discussing the matter, when I went over those. 

Q. The other matter as to the $3,000, is that the only payment you made 
improperly ; you have spoken of that individually as if it was the only money you 
parted with? A. You brought that up in connection with those cheques from 
Ottawa, and I fell into your trap because the same question had been asked before 
and that is why I dwelt on that one. 

Q. Are there any others that you have not dwelt on that you ought to dis- 
close? A. No; I take the responsibility myself for anything else. 


Q. There are some others, does that mean? A. I heard some evidence here — 


that I do not agree with but ee do not wish to say anything more. 

Q. You are putting yourself and putting me in rather an unpleasant posi= 
tion; I think yow should disclose that? A. I would like to, but I have made up 
my mind that I do not care to do it; I did feel once as I would like tq have given 
the Commissioner the information privately and Mr. Thompson said he did not 
think he would receive it that way; and I thought it over again and I do not care 
to make it public. 

Q. I suppose you are willing to take the consequences? A. I will have to 
take the consequences; I have been taking them all along. I do not shift any of 
ae ele aah off my own shoulders; I should have acted entirely differently 

ut still— 

Q. I think I should ask the Commissioner to consider what is the proper 
course to take. A. I am quite satisfied to put myself in the hands of the Com- 
missioner. , 

Mr. COMMISSIONER: You see it is your duty to answer these questions and 
your refusal to answer them would warrant me in committing you till you do 
answer them? A. Yes, I quite understand that, but I do not think you would 
advise any longer sentence for me than I am now getting. 

Q. But if you remained in contempt, that is the term that the law applies 
to it, until you purge yourself of your contempt; I suppose it would mean you 
would remain; would not it be better to tell it now and be done with it? <A. I 
cannot change my mind on that point; it would only lead to a good deal of boul 
and it would not do the slightest bit of good. 

Q. A good many people are suffering as the result of the failure of this 
bank; would not it be well that they should'know everybody to whom blame is 


attachable ; you have received and I have received some very pitiful letters about — 


the condition in which people have been left? A. Quite true; I dare say some 
people have suffered, but they are very much exaggerated; while the loss is: very 
severe to these people, even a very small amount of deposits in the bank, they were 
not the complete savings of all these people; they were largely drawn by deposits 
from other banks where people had money, left part of the money in the other 
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bank behind them; however, the suffering is very great, and nobody feels it more 
than I do. 
| Q. You said something a moment ago; you dropped an observation a moment 
ago that may reflect upon a witness and does reflect upon some witness, is that 
fair? You have indicated a witness has stated something that is not the fact. We 
have had witnesses here who have come to free themselves from suspicions; you 
are casting suspicions—do you think it is fair you should leave Mr. Calvert in that 
position? A. I am sorry that I spoke generally, but I would rather not answer 
any question about it at all, if you will allow me. I do not like to start on it at all. 

Q. I fancy, I do not want to persuade you, but I fancy there will be a good 
deal of bitterness, on the part of those who have suffered, from your refusal to 
answer, and are there not some charges that may yet be laid against you? A. I 
do not know, they have not pushed some of them. I think they took the criminal 
code and struck out murder, arson and rape; and then indicted me for all the rest; 
so that I think there is plenty of room for them to bring on some more. 

‘Mr. Hopeins: I supposed it has not occurred to you that you ought to do 
your very best if money has been paid improperly to help to get that back for the 
sake of the shareholders; do you realize that the shareholders have not only lost 
what they have put in, but they will have to pay their double liability, and that the 
depositors won’t get anything? A. I realize that thoroughly and feel it deeply, 
but in answering the question that you ask it would not assist the shareholders nor 
the depositors one iota that I can see. 

Mr. COMMISSIONER: If men have got money for improper purposes and they 
are worth it, it can be got back again? A. That depends; a bargain as between 
myself and another party, I cannot say you can look upon it as an improper one, 

can you? | 

| Q. It depends upon what it was? A. I certainly paid no money out what- 
ever in influencing the Finance Minister or anybody in his Department; that is as 
far as I care to go. 


THOMAS S. LYON, Sworn, Examined by— 


Mr. Hopeins: What is your position? A. Associate Editor of the Globe. 

Q. Was it the same a couple of years ago? A. No, I was News Editor two 
years ago. 

Q. We have been doing our best to ascertain the whereabouts of some papers 
that we cannot find; I have called the detectives and the Crown Officers and; so on, 
and from something that appeared in your paper, I judge that some one connected 
with your staff had a very accurate knowledge of some of the documents which 
have been produced in this investigation which were not exhibits in the Police 
Court or any other Court; I would like to know if you can tell me how access was 
had to the papers if I am right in my assumption that some one from your office 
must have seen them? A. I had access to the papers myself. About a year ago, 
T think it was, when the preliminary hearing against Lindsay took place, some one 
came to the office, the name I cannot carry. 

Q. Against Lindsay? A. Yes, I thought against Travers at first. Some 
one came to the office and told me that among these papers which had been in 
Court but which had not been made exhibits in the case, there were some things 
that might show a reason why Dr. Beattie Nesbitt was allowed to leave the country. 
I was interested. I took occasion when the hearing was resumed to go up to the 
City Hall. I saw Mr. Clarkson. Mr. Victor Ross of our staff phoned Mr. Clarkson 
and asked him about these papers. He said that they were in his custody for the 
purposes of the liquidation not for the purpose of the law, but that for the pur- 
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poses of the law access could be had to them at any time by the officers of the 
Crown. Mr. Clarkson came in to see me a few days afterwards, and we discussed 
the thing at some length and he on that occasion said that he had no personal 
knowledge that these particular papers were to be found on the files of the bank. 
I described the papers to him as I had a description, one of them being the letter 
that has since been published, by Mr. Travers to Colonel Matheson. On Mr. 
Clarkson’s refusal to give me access to the papers I went up to the City Hall and 
in the Detective’s office there before the hearing of the Lindsay case began these 
papers were on the desk. I discussed the matter with Inspector Duncan, not 
having special reference to these papers in the first case, but to the case generally. 
I found Mr. Duncan distinctly annoyed at the course followed in the case. He felt 
that he had been used rather roughly in being sent to Muskoka on what he regarded 
as a fool’s errand at the time of the issue of the warrant against Dr. Beattie Nes- 
bitt; he therefore talked rather more freely than possibly a detective ought to have 
talked to me, but in any event, in the course of the conversation he referred to this 
file of letters, and looking over his shoulder I saw these papers, that particular file. 

Q.. Looking over hig shoulder? <A. Yes. 

Q. He was going through them? A. He was looking at them. 

Q. You just happened to look over? A. Yes, I just happened to look over. 

Q. And you took a copy? A. No, I carried it in my memory. 

Q. Did you ever see this $3,000 cheque that we want to get at or any letter 
from Colonel Matheson? A. No, I swear positively that these papers were not 
on that file at that time. 

Q. Were you long in the office going over them? A. Twenty minutes. 

Q. And did you take any of them away? A. No, sir. 

Q. And you did not make any use of your knowledge of those papers at that 
time? A. No, not for a considerable time afterwards. 

Q. Not I judge till the article I speak of appeared during the progress of 
this investigation? A. Yes, sir. I felt these papers ought to become public 
property in some way. 

Q. Those papers had nothing to do with the Lindsay charge? A. That I 
know nothing of; they were certainly there to be used in the Court that day. In 
some way or another they were brought in case they should be used. 

Q. Had you telephoned the detectives to say you would like to see them? A. 
No, I think it was done in another way. We have a police man. I do not know 
just how I arranged, but I knew the papers were coming up that day; there was 
no collusion between me and Duncan; I do not want. you to think that at all. 

Q. You were just using the fact that Lindsay trial was coming up as an 
excuse to get those papers up there? A. No. I was not prime agent in moving 
that those papers come up there, not at dll. | ; 

Q. You seem to have been? A. No. Well, I say I knew what was in the 
papers, I wanted to see them, but they were up there for the purposes of the 
Court; I did not induce the detective to bring those papers up for my purposes. 


Q. I thought that was the inference; you had a Police Court man up there, 


I thought the inference was you suggested to him to ask the detectives to get these 
up from Mr. Clarkson? <A. No, it was the knowledge that this case was coming; 
that was the thing that took me up to the City Hall that day. 

Q. .The Lindsay case had no possible connection with these papers in any ~ 
shape or form? A. If they brought them up they did not bring them up spe- 
cially at my definite request that I should see them. , 

Q. The inspiration came from you? A. Put it that way, I am quite con- 
tent it should rest that way. | 

Q. Through your Police Court man? A. One cannot recall every detail of 
a transaction like that a year afterwards, but I knew the papers would be there and © 
I wanted to see them. I do not know why they were brought; there must have — 
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been some excuse for bringing them, you know, some excuse of the Court for 
bringing them. 

Q. I know the particulars of the Lindsay charge, and I confess that I cannot. 
see the slightest possible connection between those letters and the Lindsay charge? 
A. In that case my actions as prime mover must have been more effective than I 
had any idea. I want to add that the first information did not come in any sense 
from the Detective Office; I want to free them entirely of ‘any suspicion that they 
volunteered information to me; that is not the case. I do not carry in my memory 
the name ofi the man who spoke to me, but I think it was the proprietor of one of 
the city newspapers gave me the first idea of the thing. 

Q. You appear to have acted as an irritant on the second occasion? A. 
Yes, possibly. 

Q. I suppose you really went there intending to see the papers? A. Yes, 
I went,— 

Q. And used that ruse with Inspector Duncan to get him talking? A. No 
- question. 

Mr. CoMMISSIONER: We have been told that the papers were in an envelope; 
did you see them in that position? A. No, sir, on the file when I saw them. 

Q. What do you mean bya file? A. Gathered together with a clip on them. 

Q. Did you go through them, how were you able to see that letter from 
‘Colonel Matheson was not there unless you went through the file, A. The file 
_was turned over in my presence and I was looking at it. 

Q. What was it turned over for? A. To find that letter of Travers to 
Matheson. 

Q. In order that you might see it? A. Undoubtedly. 

Q. That is the way you are able to say the other letter was not there? A. 
Yes. 3 


Mr. Hoperns: I think that, is all the ieee I have to present. 

Mr. Commissioner: What do you say about the refusal of Travers to 
answer ? 

Mr. Hopvecins: I think Travers cught to answer the nee if for no other 
ground than the possibility that the money may be recovered back, and I think that 
you ought to consider, Mr. Commissioner, whether you have the power, and in the 
second place if you have the power whether it should not be exercised, because if 
not, the result is that he has declined to answer the questions and will expect to 
come out as soon as his sentence is served. I think he ought to realize that he 
ought to make such public restitution as he can in the matter by making disclosure 
before he can be said to have served out his sentence. I admit it is somewhat un- 
_ usual; he has the advantage of being in a position where he can safely in the 
meantime say that he won’t' answer it; it may be that if you did exercise your 
powers he might reconsider it and think before he comes out it would be better to 
be frank. It is one of the worst failures I suppose a bank has ever made and one 
would really like to know how it came about. 

Mr. COMMISSIONER: Perhaps you had better ask him some further questions 
to see if he answers them, and see if it is really relevant to the enquiry, how these - 
moneys were used without giving the names, what they were used for. 

Mr. Hoperns: Very well. 
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Mr. Hopeins: Will you indicate that, Mr. Travers? A. I could not do 
that without telling everything about it. How can I do that? 

Q. Does that mean that they were used in such a way as you do not care to 
disclose the way they were used because that necessarily implicates somebody? A. 
Well, be the consequences what they may, I do not feel disposed to go into a few 
thousand dollars that I paid out to friends of mine to assist me in various ways. 

Mr. COMMISSIONER: From something you said it occurred to me that pos- 
sibly your idea was tuat there would be your statement on the one side and a denial 
on the other? A. Absolutely there would be. 

Q. In all these cases? A. Yes, sir; they certainly would deny and also 
friends of these people would be very savage with me. 

_ Q. Have you no corroboration on your side of the story if you were telling 
it? A. The only one was that cheque; if they had not lost that cheque it might 
have been different. 

Q. All that had upon it to ear mark it was the letter “C”? A. There 
would have been some other things in connection with it if the cheque had been 
here that I would have opened out on. 

Q. Where is that cheque gone? <A. I could not tell you. 

Q. Whose interest was it that it should disappear? A. I could not answer 
that. 

Q. Without telling what you do not want to tell? A. I could not. I saw 
tle cheque, the cheque was in my hands, one of the first things Inspector Duncan 
noticed he brought it in front of me right away, and he says “I know what that 
was for” and he stumbled not on the right track but very close to it, and that is 
why I have such a strong recollection of the cheque being in my hands. 

Q. And there is no question of the other letter? A. I had that letter in my 
hands since I have been in the position I am in now, I have it more than once. 

Q. Would there be any connection between the two in a common desire to 
have both out of the way; would the person who wanted the one out of the way- 


want the other out of the way? A. No, sir; the cheque had nothing to do with — 


Colonel Matheson whatever. 

Q. The other way on, that is one side of it; eur the man who was in- 
terested in having the $3, 000 | cheque out of the way want the other one out of the 
Way or hAcosk do: not think SO. 

Mr. Hopeins: If you saw the cheque and Inspector Duncan saw it if it were 
produced here you say you would open out on some other things? A. There are 
certain incidents that the cheque would bring out that I do not see I could get 
_ away from answering them, and the cheque is not here, and not from any \fault of 

mine. 

Q. Who was it payable to? A. That I cannot tell, without telling you 
everything. 

Q. Would Duncan know? A. J do not know if he remembers it or not. 

Q. You said he made a pretty close guess? A. He was here, you were 
questioning him the other day; I heard his evidence and you had the opportunity 
of asking him that; I don’t think you did that. 

Mr. Commissioner: We did not know what you have just told. 

Mr. Hoperns: I had your evidence as I understood it that the cheque was 
payable to yourself; perhaps you will tell me that? A. I don’t care, there is no 
use my going into it, because if I go into it I have to make a free hand of it, and 
I do not feel disposed to do so at present. 

Q. I want to test what you mean by saying if the cheque was here you would 


go into certain things, and not if the cheque was not here; what difference does it © 


make? A. Exactly what I said. 
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Q. The form has something to do? A. There are certain marks on the 
cheque, I do not remember just what they were, that would probably have to be 
answered. 

Q. Having seen it, you say you saw it in Detective Duncan’s hands, he 
showed it to you and said he knew what that was Torri. AG re showed me 
the cheque and said, “ you gave that to so-and-so”, and I said “no”, and on more 
than one occasion he brought the matter before me and hea Aas cheque dis- 
appeared. 

Q. Was that cheque there on the two occasions in Duncan’s office where he 
examined you when Fitzgibbon was present? A. That cheque was in the pos- 
session of the police until the papers were handed over to Mr. Lynch-Staunton 
because I have the strongest recollection of seeing that in the office of the Crown 
Attorney when Mr. Lynch-Staunton was there. 

~  Q. What Crown Attorney? A. Mr. Baird’s office. 

Q. In whose possession? A. Mr. Saunton brought me up one afternoon to 
go over the papers with him and there was any number of papers there and I went 
through all these papers to see what assistance I could give him, and I saw that 
letter there at that time and I saw the cheque. 

Q. In whose office? A. Mr. Baird’s office. 

Q. In whose custody? A. I could not say that. 

Q. You went in there? A. They were on Mr. Baird’s desk. Mr. Staunton 


_ was sitting at Mr. Baird’s desk, and I went over the papers with him there. 


Q. Was Mr. Baird there? <A. No. 

Q. Was Mr. Saunton using his rcom? A. Yes. 

Q. And all these were spread out on the table before him. A. There was 
any number of papers there and they were sorting out certain papers they wanted. 

Q: Who was sorting out? <A. Mr. Staunton and myself and I think either 
Guthrie or Murray. 

Q. We have not heard Murray’s name mentioned? A. When Mr. Guthrie 
said this morning he did not remember about it, I was thinking the matter over 
and I remember one time I was in charge of Mr. Murray and it might have been 
that time I speak of. | 

Q. When was that, do you remember? A. That would be about this time 
last year. 

Q. Mr. Lynch-Staunton had to prosecute somebody and then he did not do so 
and turned them over to some one else? A. I understood he took the papers 
home with him and handed them over to Mr. Guthrie off the train at the Union 
Station. 

Q. Whose prosecution was that that they were to be used in? A. That was 
Stratton and Warren and some others; I do not remember just which. I spent 
fully an hour or two with Mr. Staunton with those papers. I cannot say whether 
Mr. Saunton noticed those particular papers or not; I did not say anything about 
them, because I knew there was considerable talk about it. 

“Mr. COMMISSIONER: Did you leave before Mr. Staunton left the room, did 
you leave him there? A. Yes, I left Mr. Staunton there. 

Q. With the papers? A. Yes, they were all scattered over the desk; there 
was nearly a basket full of them and we had some trouble in sorting out the neces- 
sary papers for the trial. 

Mr. Hopeins: My information is that the liquidator is unable to find any 
trace of something like $13,000; would the other sums you have mentioned total 
up to about that? A. They might, I do not know. 

Q. I certainly gathered the impression from what you said that no cheque 
of yours would ever show anything? A. My cheque would show if we had them; 


if my cheques had not disappeared they would have shown $15,000 to one man 


alone. 
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Q. Which has not been mentioned? A. No, it has not been mentioned. I ~ 
think Mr. Clarkson can see by the ledger where certain amounts are charged to — 
me and credited to somebody else the same day. 

Q. It seems to me you are only emphasizing what I said before that it is 
your duty to make disclosure so that the liquidator may have the opportunity— 
A. I have assisted the liquidator im all those points, he knows that. 

Q. There will be nothing like public disclosure to get that money repaid or 
assist in it? A. 'They may have a chance yet, it looks that: way if the money is 
collectable. 

Mr. CoMMISSIONER: Does Mr. Clarkson know that $15,000? 

Mr. CLarKson: No, I; do not know the name, sir. I think what Mr. Travers 
means is this, that in any questions I have asked Mr. Travers he has always been 
very free. 

Mr. CoMMISSIONER: He says that on a particular day he is charged with 
$15,000? <A. Not $15,000, I did not say $15,000 in one particular day; I said 
there were certain amounts, one amount I think is about six or seven thousand 
dollars that 1 remember. . 

Q. Charged to you? <A. Yes, and credited to another party. 

Mr. Cuarxson: JI do not recall any particular person? A. When, we went 
over that suit you are bringing in New York now, and I opened out and I told you~ 
that when you got into that— 

Mr. CLarKson: You mean that Wishart thing? <A. Yes. 

Q. You told me about Wishart. 

Mr. Hoperns: Wishart got this momey? <A. Yes. 

Mr. CLarkKson: ‘Travers has always told me that Wishart got a ocbateartel 
amount from him. 

Mr. COMMISSIONER: What was that for? A. Loans to him. 

Q. What was on the other side? A. Nothing. , 

Q. You did not give thousands for nothing? A. I was very liberal, an — 
easy mark. 

Q. Why in this case? A. I do not know; I think I must have been cTazy 5 
that is the only thing I can think of. 

Mr. Hoperns: You must have known at the time why you gave him that @ 
$15,000? A. I gave him money whenever he wanted it. 

Q. He had some hold on you or you would not have done that? A. I am ~ 
sorry he did not appear here; I understood there were negotiations under way to — 
have him appear; I am sorry he did not turn up. a 

You are not doing much to supply his absence? A. What good will it — 
do? I cannot remember the amounts. JI remember that one. I would like to © 
have heard what he has to say here first and then perhaps we might have proved 
something. a 

Q. He had every opportunity to come here and he would probably have to — 
stand his trial? A. He published his story in the papers. ; 

Q. You indicate $15.000 was paid to him improperly? A. Probably ~ 
$20,000. | 

Q. Improperly? A. Yes, I think we will be able to prove that. | 

Q. Hither for some hold he had on you or some improper purpose ? AG 
Yes, absolutely. 

Q. Will you tell us what it was? <A. No, I am not going any further than © 
that just now. a 

Mr. Commissioner: Don’t you think you had better have Mr. Dewart here? — 
Mr. Hodgins has made what I understand to be a formal motion, to make an order 
to commit you to close custody wntil you answ er questions which he has put to 
you; don’t you think it would be well! te have Mr. Dew arti here when we resume OF © 
as soon as possible? A. I do not think that I need any counsel for that; if you | 

feel disposed to do that I must take my punishment. 
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Q. You will change your mind some day? A. I may change my mind, | 
wouldn’t say I wouldn’t, and I am very sorry indeed to refuse you. 

Q. Do you want it to be understood that this is loyalty to the man or the 
men that you had dealings with? As I do, indeed.” I think I gave my word of 
honour that come what may I would never disclose oo I do not feel disposed now 
to go back on it. 


The Commission adjourned at 1 P.M. to 2 P.M. 


_ The Commission resumed at 2 P.M., June 28th, 1912. 


Mr. Hoperns: I asked Mr. Dewart to come up, although Mr. Travers said 
he did not want any one. 

Mr. CoMMISsIONER: (To Mr. Dewart). Mr. Hodgins sent for you he says 
in consequence of something that he says occurred this morning, as you are acting 
for Mr. Travers. Some questions have been put to him as to a cheque for $3,000, 
the person to whom it was paid and as to other moneys that were paid out, the 
bank’s moneys improperly to other persons. He has declined to make any state- 
ment and says with regard to some at all events, if not all of them, that he pro- 
mised he would not disclose. Mr. Hodgins has made an application to commit 
him for contempt in declining to answer, and I suppose the object is that you may 
_ be here to know what is going on. 

Mr. H. H. DEwart, k.c.: Very well; do I understand that Mr. Hodgins is 
pressing the motion to commit for contempt now? 

Mr. ComMMisstoneR: He has made the motion. 

Mr. Dewart: As far as Mr. Travers is concerned I understand that this 
$3,000 was up for consideration some time ago and Mr. Travers asked to have an 
opportunity to consult me and he did so, and asked me what his duty was in 
reference to it. I told him that if the payment of the money or any other money 
related to questions in connection with the organization of the bank, or the pay- 
ment to anybody in connection with the organization or with the securing of the 
certificate or any payment of a character that affected the solvency of the ‘bank as 
regards some other person being a payment made improperly to another person, that 
it was his absolute duty to answer it; but he declined to tell me who the money had 
been paid to and I do not know. I say that with the utmost frankness, because he 
has never indicated to me, but he assured me that this had nothing to do with any 
of the lines that I had directed his attention to. 

Mr. CoMMISSIONER: He has made the statement on oath that it went to no- 
body in connection with the issue of the certificate, no one in the Department or 
connected with the Finance Department, he has limited it to that. 

Mr. Dewart: I did not understand him to have so limited his statement. I 
understood him to say it had no connection with the granting of the certificate, 
and as having been his counsel in the previous proceedings, although perhaps I am 
not in the same position now as his counsel, yet I felt that having acted for him 
before when he asked for my advice, I should under all circumstances give him 
such advice as I could; and he has pleaded guilty to the taking of certain sums 
and to the full responsibility to the taking of those sums; if those were personal 
_ matters of his own I did not feel as counsel I could advise him to go into the 
- details further. 

. Mr. CoMMISSIONER: In what sense personal? 

Mr. Dewart: If he had used moneys for his own personal benefit. 

Mr. COMMISSIONER: It may be so, but I do not understand him to suggest 
that. 
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Mr. Dewart: I must confess I so understand the matter and I thought 
under those circumstances he might not fairly not further be put upon the torture 
rack of going into the ape of what he had done with the moneys he got. 

Mr. ComMMISSIONER: Did you understand that, Mr. Hodgins? 

Mr. Hoperns: No, he never made any suggestion of that kind. 

Mr. ComMMisstonER: J do not know that anything would be gained; he has 
been asked about money he put into various things, the place at Maitland and the 
horses and that sort of thing and he has answered as to that; he has not suggested 
there were loans made to friends but he has given the impression to me at all events 
that they were sums improperly withdrawn from the bank and paid out for some 
other corrupt purpose. 

Mr. DEwart: I did not so understand the evidence from anything I saw or 
from what Mr. Travers said to me; I did not understand there was any suggestion 
he had made any of these payments for corrupt purposes, and rather he took the 
responsibility of having made those payments, although he may have withdrawn 
the money improperly from the bank, but there was no suggestion of its being with- 
drawn for an improper purpose as far as the bank’s business is concerned; that is 
the position he has steadfastly taken with me. 

Mr. Commissioner: He has left one matter in a very unsatisfactory state 
for one man that has been*examined here, examined twice; he came for the pur- 
pose of denying that he had anything to do with the $3, 000 cheque; and some | 
statements have been made by Mr. Travers to-day that seem to indicate that he 
would contradict that statement if his lips were not sealed; he has not said so in 
terms, but if it is not so in justice to the gentleman who was examined yesterday 
it ought to be so said, I think. 

Mr. Dewart: JI understood that Mr. Travers—I don’t know what he said 
to-day, but my learned friend was good enough to give me an opportunity of look- 
ing over the evidence and I did so; it was rather voluminous and I must confess I 
do not remember finding anything that indicated that there was any suggestion on 
his part that any of these payments were made corruptly. 

Mr. Hopeins: What did he mean by saying it was not paid to anybody in 
or connected with the Finance Department? 

Mr. DEwarT: My learned friend will readily understand that there might 
be other reasons for limiting this statement; he did not want to go into the details 
of his own personal affairs. 

Mr. Hopeins: This is the third or fourth time it has come up and I am 
quite sure he has had every opportunity of making an explanation to remove the 
impression he undoubtedly created, so much so that a witness who was here yes- 
terday said he had not participated in it. 

Mr. COMMISSIONER: ‘That was not in consequence of anything Travers said ; 
that was in consequence of something that appeared in the World. 

Mr. Dewart: I did not understand him to refer to Mr. Calvert. 

Mr. COMMISSIONER: But to-day the thing ig left in such a position that any 
man who was an enemy of Mr. Calvert might say he indicated if he could speak 
he would deny what was said yesterday. 

Mr. Dewart: I think I understood Mr. Travers to say that if any question 
was put to him as to whether the $3,000 cheque had gone to any particular indi- 


vidual he was quite prepared to answer it, and if there is any such question put 


now it is for Mr. Travers to say if he is prepared to answer that. 

Mr. Hopeins: If you are suggesting that this was a perfectly personal 
matter of his own that is an idle suggestion. The suggestion was that this was 
used in connection with the certificate, and to say any one could possibly know all 
his private affairs and ask for A. B. and C. is absurd. § 

Mr. Dewart: I have not the remotest idea to whom the cheque was given, — 
but Mr. Travers told me that if a specific question was put to him with reference — 
to certain persons—as I understand the particular object of Mr. Hodgins question. 
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now is the fact that some person has said certain things and, as the Commissioner 
says, unless that is contradicted it might reflect upon somebody— 

Mr. ComMISSIONER: No, not what that gentleman said, but that something 
that Travers said to-day may lead people to think that he would if his lips were 
unsealed, contradict that statement. Mr. Calvert came here yesterday and swore 
he had oot no money directly or indirectly; he had nothing to do with the $3,000 
cheque. Mr. Hodgins was discussing the cheque with the witness, and he made an 
observation that led me to think at all events that he insinuated that that state- 
ment was not true; he did not use any person’s name, but it is so easy to hurt a 
man by innuendo. | 

Mr. Dewart: I do not know, I have had no opportunity of seeing Mr. 
Travers. 

Mr. Commissioner: Would you care to confer with him? 

Mr. TRAVERS: Would not you allow me, Mr. Commissioner, to rectify that. 
I think there is a misunderstanding, because I never intended any such thing. I 
do not wish you to infer that Mr. Calvert was not telling the truth yesterday. If 
I did so, I certainly did not intend to do so. 


W. R. TRAVERS, Recalled :-— 


_ Mr. ComMIssIonER: What do you say about that $3,000? A. I did not 

pay it to Mr. Calvert, no. 

Q. Had Mr. Calvert directly or indirectly anything to do with the cheque or 
the receipt of the proceeds of it? A. Not as far as I know. 
; Q. Why do you say as far as you know? <A. Because I did not pay it to 
Mr. Calvert and did not have anything to do with him in respect of it, or any 
words in regard to it. 
. Q. Did you hear he was to receive any part of it? A. Not reliably, no; I 
cannot say anything more than that; J never had any talk with Mr. Calvert on 
money matters in any shape or form. 

Q. Don’t you think you had better tell us the exact truth about that $3,000 
cheque and get done with it? A. I do not care to do it; I am sorry for myself. 

Q. What do you think of the suggestion that you and Mr. Dewart should 
confer and see if there is anything that he thinks you ought to say in justice to 
anybody? A. I will confer with Mr. Dewart. 

Mr. Dewart and Mr. Travers confer. 


WALTER DUNCAN, Recalled by— 


Mr. Hopeins: Mr. Stewart Lyons of the Globe was a witness this morning 
and he said that he had had an interview about the time of the Lindsay prosecu- 
tion in your office, and that he saw a file of papers there which you went over while 
he was looking over your shoulder, he said a good deal more than that, but that is 
enough for the first question; do you remember that circumstance? A. No, I 
do not remember. It is quite possible; they come into my office three or four 
times a day or oftener, the reporters, sometimes half a dozen at a time. 

Q. He said he found you very much annoyed at your having to go to Muskoka 
on a wild goose chase, and you possibly talked more freely on that account than 
you otherwise would have done? A. I cannot recollect it; I know that I went 
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to Muskoka and was on a wild goose chase up there, at least I did not accomplish 
what I went after, and it is quite possible I had an interview with the reporters. 

Q. This is Stewart Lyon, the associate editor of the Globe; he also said that 
you went over this file practically as | understood from one end to the other so 
that he could see all that was contained in it, and that he saw a letter, a copy of a 
letter which was supposed to be sent to Colonel Matheson, saw that in the file and 
remembered the contents so sufficiently well to publish a pretty good facsimile of it 
later on; that interview with him is not one you would confuse with the interview 
with a reporter? <A. It is quite possible he may have been there; I, have not any 
recollection. 

Q. He also suggested that in answer to my telling him that I thought the. 
papers he saw had no connection with the Lindsay case, that they had been brought 
up to your office from the liquidator’s office, he was not very clear how or why, but 
he thought he had had something to do with it? A. No recollection whatever. 

Q. He has a very distinet recollection? A. Probably he would have a better 
recollection than me. There was such a confusion about the time those papers 
were seized. 

Q. This is long afterwards, Lindsay was tried a considerable time after- 
wards; Lindsay went away, you know? A. Yes, I remember. — 

Q. This was when Lindsay was being tried after he came back if Mr. Stewart 
Lyon is right? A. I cannot recollect him being there. 

(). You see he gives you certain facts that might recall it to your memory? 
A. I cannot say he was not there, I have no recollection of it. 

Q. No recollection of talking freely to him about Muskoka? A. At the 
time that Beattie Nesbitt cleared out I know I gave an interview when I came back 
from Muskoka, but that was at the time just immediately after Dr. Beattie Nesbitt 
left Toronto. 

Q. Is that all you can say with regard to what Mr. Lyon has told us this 
morning as to his interview, he certainly saw the papers? A. I do not know 
what I would be doing with the papers there; if I had anything to bring it back to 
my recollection; I don’t see what I would be doing with the papers. 

Q. Do you remember seeing Stewart Lyon about the time that Lindsay came 
back and was being prosecuted? A. I cannot say that I do; he may have been 
in there in my office and I may not remember it; I am kept pretty busy. there, and 
since Lindsay was arrested I have had about eight or nine thousand cases. 

Q. Is Stewart Lyon a frequent visitor in the Detective office? A. No. 

Q. Cannot you remember it? A. I do not remember it; it is quite possible 
he may have been. 

Q. Would you show him papers if that be so, or let him peruse them over 
your shoulder?) A. Was it the papers pertaining to the Lindsay case? 

Q. No, it was papers in which a letter written by Travers to the Provincial 
Treasurer Colonel Matheson in which Travers spoke of the promise to get deposits — 
through Dr. Beattie Nesbitt and the World, he said he saw that one there? A. I 
have not any recollection of it. 

Q. He said they were in a file and were turned over? A. That undoubtedly 
would be right, because all those papers were on a file pertaining to that; that is 
quite right about the file. 

Q. You have no further recollection? A. No. 

Q. Not able to say whether what he tells us occurred or not as far as you 
know? A. The papers had been out of my possession and I got them back, and 
then they went out of my possession again and I got them back, and then Detective 
Guthrie had them, this particular file— 

Q. I am not interested in the general question, just this particular inter- 
view? A. I have not any recollection. 

Q. Another matter, Travers says that when you first examined him, you 
remember having a couple of interviews with him in your office? A. Yes. 
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Q. When Fitzgibbon and yourself and I think Mr. Clarkson were precent, 
the interviews were taken down in shorthand? A. I do not think that was in my 


office, it was. down in the bank. 


Q. You were there? A. Yes. — 

Q. He said that this cheque for $3,000 which has been mentioned was picked 
out by you and you looked at it and said “I know who got that” or “JT; know who 
you gave that to”, and you mentioned a name, and Travers said no, it was not 
that; he said you were so near the truth that it made him rather uneasy, he was 
afraid you would find out more about it. That cheque has disappeared; do you 
recollect the circumstance? A. I do not recollect that in the bank. I remember 
about the $3,000 cheque and I remember asking Mr. Travers about it and he 
refused to tell me who it was, and I did mention a name to him. 

Q. When was that done? A. I do not remember whether that was in my 
own, office or whether it was down in the bank premises. Mr. Bicknell was present 
and Mr. Woods, and possibly Mr. Clarkson at that interview, I think there was a 
gentleman there, Mr. McAndrew. 

Do you remember the cheque? A. I remember a cheque for $3,000 and 
my recollection was there was “C” either on the stub or on the cheque. 

Q. Who was it payable to? A. That I cannot remember. 

Q. Who -was it endorsed by? A, I do not remember that. 

Q. That cheque ought to be forthcoming? A. There is no doubt whatever 
as to that. 

Q. I have exhausted I think pretty nearly everybody who has had access to 
that? A. I cannot understand where it could be; it ought to be in Mr. Clark- 
son’s possession. 

Q. I have had all the papers Mr. Clarkson has and gone through them care- 
fully? A. Because all the cheques that I had went back, and I do not think any 


- one would have stolen it out of my custody. 


Q. Was it used in any of the prosecutions? A. I do not think that it was. 
Q. Why not? A. Iam only speaking from memory, I do not know that it 


-was, but my impression is it was not. 


Q. You evidently suspected that money had gone somewhere where it should 
not have gone? A. Undoubtedly; I got a little information and I challenged 
Travers with it and he denied it. 

Q. Was the matter laid before any of the Crown officers? A. It was talked 


over I think with Mr. Corley. 


Q. You were never able to learn anything about the destination of the 
money? A. No, I was not. 

Mr. CoMMISSIONER: What name was it you mentioned? A. Calvert. 

Q. Why do you say you had information that led you to think it was he? 
A. Some one intimated to me that he had got some moneys from Travers, and I 


-saw the letter “C” and of course that bore that out to a certain extent, and I 


asked Travers about it and he denied it. 

Q. Did he say anything to you about you were near to it? A. No, he said 
this, if you mention the right name I will tell you who got that cheque, and he 
said “or, if you prefer a criminal charge against any other person I am quite pre- 
pared to tell the truth about it”. 

Q. As I understand Mr. Lyon’s testimony, either through his Police Court . 
reporter or somebody else, he learned that you had in your possession these letters - 
about the deposit with the Provincial Treasurer and that he went over for the pur- 
pose of getting access to those and seeing them, that he found you there angry 
because you had been sent upon a wild goose chase, and if I recollect right he said 
that he asked if something that was in the file had not to do with your having been 
sent on a wild goose chase, is that accurate? A. I think he is mistaken as “far as 
that, I have not any recollection of having an interview with him. 
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Q. It is a fact that you were annoyed and made statements that you had been 
sent on a wild goose chase, the authorities knowing or having warned Nesbitt that 
you were coming; did you make a statement of that kind? A. I made a state- 
ment I think along that line when I came back, but that was the time that Dr. 
Beattie Nesbitt cleared out. 

Q. What foundation had you for making that statement? A. I had applied 
for a warrant for Beattie Nesbitt some two weeks before he cleared away. 

Q. To whom? A. To the Crown Attorney, and was refused it. 

Q. On what ground? <A. I was refused it on the ground that he had a 
right to say, when a warrant could issue and the police could not apply for a war- 
rant and I could not get one. I reported the facts to Colonel Grasett, who brought 
the matter up at the Board of Police Commissioners and then I was sent up to 
interview Mr. Cartwright with regard to the powers of the City Crown Attorney 
and Mr. Cartwright told me, I said he might put it in writing—he told me verbally 
first, and I asked him to put it in writing,—the powers under which warrants 
should issue, and he laid down that of course it was the privilege of the Police 
Magistrate or Justice of the Peace to issue them on any citizen going and making 
complaint under oath that an offence had been committed. As soon as we got that 
from Mr. Cartwright, I immediately had a warrant issued for Nesbitt’s arrest. 

Q. By a Police Magistrate? A. Yes, Colonel! Denison I think the warrant 
was sworn before and I at once set out to try and get him apprehended. I found 
on going up there nothing but his tracks ee the snow. 

Q. He had gone? A. ~ Yes. 

Q. It seems a little singular that Mr. Lyon should have gone to see you on 
this particular business, should be as specific as he has as to the file being turned 
over in his presence apparently —I should think the inference J would draw—in 
order that he might see what. was in it without your having handed it to him, and 
that you should have no recollection of that? A. I cannot remember him, I do 
not remember Mr. Lyon speaking to me. eS 

Q. It just occurs to me that Mr. Lyon may be mistaken as to the time, 
because the irritation you would have had would have passed away, one would 
have thought, by the time Mr. Lindsay came to be tried? A. Yes. 

Q. The irritation was at the time you came back, but I understood him to 
say that he thought it was about the time of the Lindsay trial. He says also which — 
differs from what you have said, unless it was on a later occasion, that there was 
no letter from the Provincial Treasurer to Travers or to the bank in that file; 
what do you say to that? A. My recollection was that there was a letter from 
Colonel Matheson. 

Q. You would know whether there was or not, it would not be a 1 question of 
recollection? . A. I would not swear positively that there was or not; my rceol- 
lection is that there was a letter. 

Q. Did you read all the correspondence? <A. I did not. 

Q. None of it? © A. I read some of it. 

Q. You apparently read the letter from Travers to Colonel Matheson, were 
not you curious enough to read the reply? A. I may have; there was a lot of 
talk with regard to this file of letters, and I said to one of the Crown Attorneys 
there is not sufficient I think that we can proceed in any case, and he said “ Let 
me have the letters”, and he took the letters away, and of course I do not know 
what was on the file when they went away, I do not know what when they came 
back; I did not take an inventory of what was on the file, and I said that there 
was nothing that I could see whereby we could reach the World Newspaper with a 
criminal charge. 

Q. When did you read the copy of the letter from Travers to the Provincial 
Treasurer, when it first came into your possession or later? A. I believe it 
would be soon after it came into my possession. 
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Q. Do you want me to understand you read that and did not read the 
answer? A. I would not lke to be too positive, for I have only a hazy recollec- 
tion of it, and it was a matter that I dropped entirely, because it was not one that 
we could lay any charge, and of course the letters would be of no interest to me. 

Mr. Hopeins: In your evidence on the former occasion you were asked, 
“do you remember seeing the letter from Colonel Matheson”, and you said 
“that is my recollection, but Detective Guthrie would remember more clearly than 
I would” ? A. He was more familiar with the papers than I was. 

Q. A little later: “ You gave me quite a number of those” ? A. That 
letter of Matheson’s ought to have been on that file. They disappeared in some 
way and could not be found for some considerable time, the whole of that file; I 
did not have them, and it was said that they were likely to make use of some of 
them at some of the elections, either the Dominion or the Provincial elections, and 
I think Mr. Clarkson sent up once to me for them, and I made a search for them 
and did not find them, but they turned up afterwards”. 

Q. “You handed them to me when this commission formed? A. Yes”. 

Q. And I stated I opened them myself and there was no letter of Colonel 
Matheson’s among them. Your recollection then was that there was this letter of 
Colonel Matheson’s in the file? A. That is my impression that it should have 
been in that file. 

Q. I have seen detectives swearing out informations and getting warrants at 
the Police Court without ever consulting any Crown Attorney or anybody else; 
why, did not you make the attempt? A. The Police Court Clerk would not 
draw the warrant without a fiat from Mr. Corley, and Mr. Corley refused to issue 
it. 

Q. What about the Magistrate? A. Colonel Denison was not consultated; | 
I simply reported everything I did to Colonel Grasett, my superior, and he dis-. 
cussed the question with the Magistrate afterwards, with the result I was sent up 
to the Department. 


Mr. DEwartT: Mr. Travers desires me to state that in anything he said to- 
day he had not the slightest intention of referring to Mr. Calvert or that he wanted 
to contradict anything that Mr. Calvert said. He finds he has been so often con- 
tradicted by other witnesses on other points, that he prefers not to make the state- 
ment, because he does not want to make a statement simply because there might 
be two contradictory witnesses against himself, and he might be prosecuted for 
perjury, and under these circumstances he has, having advised him as to what his 
position is, declined to answer under the provisions of the Evidence Act. 

Mr. Commissioner: The Evidence Act does not protect him from a prose- 
cution for perjury in; the statements he makes; he has no privilege. 

Mr. Dewart: Sometimes when a man is in custody he has more privilege 
than when out. 

Mr. ComMissionrER: When a man is under sentence unexpired for some 
years he has more privilege. 

Mr. Travers: I am not taking advantage of that. 

Mr. Dewart: No. Mr. Travers wants me to say further that these moneys 
that were paid came out of commissions to which he was entitled under his agree- 
ment and therefore are not matters with regard to which he feels so far as the 
bank is concerned, he or anybody else was liable. 

Mr. ComMMISSIONER: Although I have not to pass upon any questions of law, 
there may be very serious questions of law as. to whether these commissions were 
properly paid out of the bank money. What I am anxious to avoid, one of the 
things I would like to avoid, I would not like that anything that Travers had done 
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here should militate against him hereafter. Supposing some question arose about 
remission of part of his sentence, the fact that he had refused to give this informa- 
tion would probably be a bar to anything of that kind being effected—I am not 
suggesting that itis possible any such application would be successful. Then 
there are other prosecutions hanging over him and I pointed out to him that people 
are feeling very sore about the way their money has been lost, and they may press 
some of these other prosecutions in their-bitterness. Some very bitter letters have 
been written to him that he handed in to me, not so bitter to him, but very bitter 
letters have been written to, me and I have no doubt to Mr. Hodgins. 

‘Mr. Dewart: I am sorry that the suggestion should come from you that 
possibly some statement he might make might aid in the remission of his sentence. 

Mr. Commisstonrr: No, the suggestion is that his non-disclosure might 
- prevent. 

Mr. Dewarr: I hardly expected the suggestion should come from the Court. 
It has come to me so frequently from other sources, and it has been so persistently 
pressed upon him by those who desired him to make statements in their interest, 
that I am sorry it has come to be— 

Mr. Commisstonrr: JI cannot help your sorrow or your gratitude; I made 
the statement and I think it is a very improper thing for you to make any com- 
ment on it. 

Mr. Dewart: All I can say is this, that the letters have been presented 
before the Court; they show sufficiently the kind of influence that has been brought 
to bear upon him by every class of person to endeavor to get him to make some 
statement that would be in their interest. 

Mr. CoMMISSIONER: I do not think I have seen any. 

Mr. Dewart: I thought some 20 or 30 letters were laid before you. 

Mr. CoMMISSIONER: Yes, I saw some 17 letters but they are all guarded by 
saying, “we do not want you to say anything but the truth ”. : 

Mr. DewArt: But the suggestion is very strong. I have been asked to take 
briefs in this matter which will bring influence to bear in Mr. Travers’ behalf, and 
it was suggested by a gentleman here yesterday, at the instance I believe of Mr. 
Laidlaw, that if I took the brief on behalf of the depositors and so on, that their, 
influence might be very influential on Mr. Travers’ behalf. J have refused to dis- 
cuss the matter with the gentleman that came to see me; I have declined to discuss 
such matters. I do not know what his reasons are for not giving this evidence. I 
know he has declined to give it and declined to communicate with me in regard to 
this matter, and if he takes that second stand I cannot esteem it within my duty 
to advise him to take any other. 

Mr. Commissioner: If he wants to make any explanation as to what he is 
supposed to have stated about Calvert he can make it now. 


W. R. TRAVERS, Recalled: 


Mr. Travers: All I have to say is I did not intend you to infer that I 
alluded to Mr. Calvert. JI am sorry you did think so, because I have no reason for 
thinking or knowing that Mr. Calvert had any interest in that $3,000 whatever. 

Q. You made a statement a little while ago that Inspector Duncan men- 
tioned Calvert’s name; you said he was pretty close to it?. A.. He did not 
mention it that way; I do not wish to put words in— - 

Q. That is what you said? A. Yes, I said so, but I say Mr. Duncan did 
not mention Mr. Calvert’s name in that way; he mentioned it in another way, 
which brought it in; he was on the wrong track, and I did not wish to set him 
right. That was his first conclusion, but it was not for me to correct him. 


a ee 
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Mr. CoMMIsSIONER: Well, I suppose that is all there is. Don’t you think 
in view of what Inspector Duncan has said Mr. Corley ought to be called. 

Mr. Hoepins: In reference to the warrant? 

Mr. COMMISSIONER: Yes, what the reason was. 

Mr. Hopcins: Well, it may be just as well; I am trying to communicate 
with Mr. Lynch- Staunton. . 


ARGUMENT. 


Mr. Hopeins: Mr. Mikel and Mr. Weldon represent the depositors in this 
case, and I notified Mr. Mikel and Mr. Weldon and Mr. Laidlaw that to-day would 
probably be the final sitting, and if they had anything to say that this would be the 
time to do so. Mr. Mikel says there are one or two matters he would like to bring 


before you. Mr. Laidlaw’s letter I think I showed you; he has left for England and 


did not propose to address the Commission. 

Mr. Commissioner: It is a little unusual hearing counsel, but I do not 
want to refuse if any light can be thrown, but there is no use discussing any ques- 
tion of law with me—I see some law books—I have nothing to do with the law, I 
have simply to report the facts, and if Mr. Mikel or Mr. Weldon think they can be 
of assistance I shall be pleased to hear them. 

Mr. Mike: I had no intention of addressing you in reference to any con- 
clusions that might be drawn upon the evidence at all, but simply to ask if findings 
were to be made or if facts were to be referred to as having been given in evidence, 
that some of these facts that might perhaps be later looked upon favorably to the 
interests we represent might be mentioned in any report that, as Commissioner, 
you would be making. It is quite unnecessary to address you on any of the con- 


_ clusions because I would not assume that the Commissioner would be drawing con- 


clusions on the evidence, perhaps, at least I would not suppose that any conclusions 
such as the negligence of any particular individual or anything of that kind would 
be drawn, or that the Commissioner would be pointing out the exact cause of the 
failure of the bank. 

Mr. ComMMISSIONER: 'That is what I am called upon to do; that is the very 
purpose of the Commission, as far as I can. 

Mr. MixeL: I suppose it might be said that the cause of the failure of the 
bank arose from very many different circumstances, and if any particular one or 
more of those circumstances were to be referred to, we might perhaps deem it 
advisable in the interests of those we represent to ask you to include a number of 
items as bein® the cause of the failure, perhaps. 

Mr. ComMMISSIONER: Have you been in communication with Mr. Laidlaw? 

Mr. Mixext: Not for some time. 

Mr. CoMMISSIONER: Mr. Laidlaw desired, and I have had Mr. Clarkson 
make up a statement showing the exact position of the bank on the 30th of Novem- 
ber, 1906. 

Mr. MIKEL: That is what we have to-day. 

Mr. COMMISSIONER: It is one of the papers with that. There is one for 
each 31st of December and up to the time of the closing of the bank, showing the 
losses and how they occurred. 

Mr. Mixret: There are some facts that perhaps would be helpful to us to 
have found; I might leave a statement of them with you. 

Mr. CoMMISSIONER: I think you had better state what they are publicly and 
you ean leave the statement as well, if you like, if it is not too long. 

Mr. Mike: If you intended to report that the cause of the failure was due 


to some particular circumstance or circumstances or some particular facts as 
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appeared in the evidence, that is a matter we might want to say something upon. 
I do not know, of course, whether you would limit your report or finding in that 
matter purely to the financial operations of the bank after the bank got started, or 
whether the general conduct from the inception of the organization of the bank 
down to the present time would be viewed. We of course feel that the entrusting 
of the bank into the hands of those who had the management of it was the initial 
mistake and that ought to appear as one of the reasons, the causes of failure. 

Mr. Commissioner: What does that mean, that the charter ought not to 
have been granted by Parliament? | 

Mr. Mrxet: It ought not to have been granted to the individuals to whom it 
was granted. We think an investigation at the time the charter was granted, or at 
least the certificate of the Treasury Board was granted, would have shown that the 
provisions of the Act had not been complied with; it would have shown that the 
persons asking for the certificate were not persons to whom such a certificate 
should be given, and that that was really the real cause of it, because where we find 
persons committing the acts that subsequent events have shown they committed, or 
Mr. Travers in particular, when it is shown that those acts had been committed at 
the time, and that a reasonable investigation would have made it apparent to the 
Treasury-Board that they had been committed, these facts themselves would at 
once have demonstrated that Mr. Travers was not a person to whom a certificate 
should have been granted, and havmg committed these acts and these offences 
under not only the Criminal Code but the Bank Act, having committed these 
offences— | 

Mr. COMMISSIONER: What do you refer to as offences? 

Mr. Mike: Deception in reference to the payment of the money, that was 
an offence of course. Investigation would have established that that was com- 
mitted, and when a person is shown to have.committed an offence of that kind 
involving that deception it would be reasonable to presume that they would practice 
similar— 

Mr. ComMisstonER: What do you say the deception practised was? 

Mr. MiIkeL: Representing that stockholders had paid up in cash the amount 
required by the Act, whereas the evidence now shows that was not the case. 

Mr. Commisstonpr: The Act does not say in terms about what each sub- 
scriber has paid upon his stock. That is cured in the Ontario Company’s Act, 
made clear. However, | am not to pass on the law. 

Mr. Hopcins: $250,000 thereof. 

Mr. Mrxeni: That is the amount subscribed. So that it renders it reasonably 
clear it is $250,000 of the stock subsertbed that must be paid in. 

Mr. ComMISSIONER: But there is nothing to indicate that that must be paid 
by the stockholder himself; may not anybody pay it on behalf of the stockholder? 

_ Mr. Mrxen: My recollection of section 15 is that it is made reasonably clear. 
(Reads section 15 of the Bank Act). If $500,000 is to be subscribed by stock- 
holders and $250,000 thereof is to be paid in cash, I would submit that that means 
that those stockholders are to pay the money, or of course some person might make 
a present of the money to them and they could then pay it over; the money must 
come as their money not as the result of discounting notes, or not by paying in 
their own notes. I think it is fairly contemplated it should be in their cash but 
not by their notes. I could easily understand that they might get the money from 
any source they wished as long as it became their money, and it was paid over in 
that way; but where they hand over the notes, which I understand the evidence in 
this case shows they did,—those notes were handed over and discounted so that 
they did not comply with the Act in paying the amount required in cash, and that 
is the act complained of, and there was the deception, if that is the view of the law, 
practised just prior to the issue of the certificate, I submit that that is one of the 
contributing causes. We submit it is the principal cause. 
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_ Mr. Commissioner: Is it any more the cause than if a man had taken a 
train to-day instead of to-morrow, and had been killed, that his taking it to-day 
instead of to-morrow was the cause of the accident? Is it not only a remote cause. 

Mr. MixEi: I submit not. I do not know that the illustration mentioned is 
exactly in point any, more than to say that if the janitor of a building hands over 
the keys to some person whom he knows has committed a crime of a character of 
robbery and is going there for that purpose, if the key is‘handed over the result 
would be the natural result, that is if there was robbery followed, it would be 
looked upon as the natural result of the janitor handing over the keys. 

_Mr. Commissioner: Nobody has suggested that when this bank was started 
apart from the payment of $40,000 out for preliminary expenses, it was not in- 
tended to operate the bank and make money with the bank for the shareholders. 
All this was done whether rightly done or not with the idea of enabling the bank 
to begin business; that was the purpose of it. What would have happened if it had 
not been so? If they had not got the certificate and started, the charter would 
have been forfeited. | 

Mr. Mixen: And the bank would not have gone into operation. 

Mr. CoMMIssIONER: What would have become of the money the shareholders 
had paid? 

Mr. Mixeni: I do not know for the moment what would have been the legal 
result; at any rate the bank would not have gone into existence and the depositors 
would not have been invited to put their money into the bank and they would have 
been saved that loss, and a reasonable investigation would have disclosed enough to 
the Minister and to the Treasury Board to enable them to either prosecute or in 
some other way make public the methods by which the bank was thought to be 
organized and would have prevented it, and would have saved the depositors. 

Mr. CoMMISSIONER: Did you follow Mr. Fielding’s evidence? He made the 
statement that perhaps may call for some answer; if there was this fraud known 
to the people and to the stockholders, Parliament was sitting, the representative of 
the constituency was there, why was not an attack made at once? Why was not 
the Minister brought to book for having improperly issued this certificate? That 
is his argument. 

Mr. Mixen: I would not undertake to justify what the Members did or did 
not. 

Mr. ComMIssIoNER: Nobody did anything, the stockholders or anybody. 

Mr. Mixes: The one set of men whose duty it was to do something was the 
Minister and the members of the Treasury Board; and they did something in the 
face of all this evidence. 

Mr. COMMISSIONER: You are starting with the hypothesis that there was 
something wrong and they ought to have detected it. 

Mr. MIKEL:- Yes. 

Mr. COMMISSIONER: That something was wrong, the only information they 
had as to that was from persons who assumed to possess knowledge that the wrong 
had been done. If the Minister of Finance was not as careful as he should have 
been in probing these charges why did not those who made them, Mr, Fielding 
_ suggests, probe them on the floor of Parliament, challenge what had been done. 

Mr. Mtxet: They may have a good explanation, and I do not know that 
our contention would be weakened by their being able to give that or to suggest a 
reason why they did not do it; but at all events it would not relieve the man whose 
duty it was to do it, nor it would not relieve the Board whose duty it was to do ib. 
These men, Sir Edmund Osler and Mr. Henderson brought to the Minister‘s atten- 
tion the facts they had. They may have felt that they had done all that could 
reasonably be expected of them, and there was no duty cast upon them by statute 
or otherwise to do even that, but there was a duty cast upon the Minister by the 
Statute. 
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Mr. CoMMIssIoNER: No, that is not the foree of Mr. Fielding’s position. 
Mr. Fielding says they did not tell him what they say they did, and to confirm his 
statement he advances that argument, if they had told him what they say, and he 
had in defiance of it issued the certificate why was not he attacked in Parliament, 
because it was when Parliament was sitting. 

Mr. Mrxet: I do not know why they did not attack him in Parliament. 

Mr. CoMMISSIONER: What were the shareholders doing all these four years? 

Mr. MikEL: I suppose that they were assuming that the Minister had pro-. 
perly and legally authorized the bank to commence business and get their stock 
sold, and deposits from the, depositors. | 

Mr. CommissioNER: They knew perfectly well they were not paying for the 
stock according to the stock subscription. They were giving notes which they must 
have known were intended to be used as far as they were concerned. 

Mr. Mixet: I can easily see that as to the stockholders, they were in a 
measure treating Mr. Travers as their agent and perhaps they would not be jus- 
tified to the same extent that the depositors would be in saying we were misled. 
They had a right to assume that the provisions of the Act were carried out and 
that the Minister saw all things necessary were done, and when the Minister was 
notified by Mr. McCarthy, and names given to him of individuals, of persons who 
were said to be persons who had paid by notes instead of by cash, -and who were 
making a claim of fraud and illegality in the organization of the bank, naturally 
they would expect if charges of that kind were brought to the attention of the 
Minister he would inquire from those individuals. 

Mr. ComMissionER: That was not the nature of Mr. McCarthy’s communi- 
cation. Mr. McCarthy acting with Mr. Laidlaw had brought a suit on behalf of 
certain shareholders to cancel their subscription and to wind up the bank, to cancel 
their subscriptions on the ground that they had been obtained by fraud—an indi- 
vidual action, not an action on behalf of the body of the shareholders, indeed it 
could not be. In the letter which sent a copy of the writ, if my memory is correct, 
Mr. McCarthy mentioned the fact that he had information that money had been 
raised by discounting notes of the subscribers. 

Mr. Miken: According to my recollection the affidavit of Mr. Laidlaw that 
accompanied the writ to the Minister also contained that statement that notes were © 
being used in that way. The only inquiry the Minister appears to have made as 
the result of that was an inquiry from Mr. Travers, the man’ who, if these charges 
were true, was the guilty man, and if he was guilty enough to perpetrate these 
acts, naturally he would be guilty enough to try and conceal them. The Minister 
might have gone a step further and asked some of these individuals whose names 
were communicated to him in the writ and the affidavit of Mr. Laidlaw. 

Mr. ComMissIoNER: That would not have told him anything; that would 
have only told him that these people had brought a suit to set aside the subscrip- 
tions and succeeded in getting their stock taken off their hands. 

Mr. Mrxex: JI also think that some of these names were names of men whose 
notes had been given and were under discount, and I think also the facts communi- 
cated go the length of showing that Mr. McCarthy Was neyer even communicated 
with. 

Mr. CoMMISSIONER: He withdrew his objection.. 

Mr. MixeL: He withdrew his action, but he was never communicated with 
to find out if there was any truth in the allegation that notes were being used in 
thig way, no effort so far as I can recollect the evidence was made further than to 
inquire from Mr. Travers. We submit that if further inquiry had been made, and 
it was reasonable that further inquiry should be made when charges of that kind 
were coming up, if it had been made, it would have stopped the organization of the 
bank and saved the depositors from loss. We therefore submit that this is one of 
the causes for the failure of this bank. People who organize banks in this way 

commit a breach of the very Act under which they seek incorporation or seek the 
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right to do business, commit a breach of law, commit a crime under that Statute. 
It seems to me the natural presumption would be that if people commenced busi- 
ness in a perfectly legal and proper way that they would continue in a legal and 
proper way; but where they commence with deception the presumption is that they 

are going to continue in that way. ‘ 

Mr. Commissioner: ‘There has been enough crime in it without stigmatizing 
as crime—nothing antecedent to the issue of the certificate was in the nature of a 
crime that I know of, unless it was that the affidavit was false. If that was so, I 
suppose it is crime; but calling hard names does not strengthen the matter. 

_ Mr. Mixer: Surely not; I am referring to that for the purpose of drawing 
what would be the natural inference from organizing an institution of this kind in 
this way; would it not be the natural presumption that that would continue? 

Mr. CoMMISSIONER: Supposing this bank had gone on and had been a flour- 
ishing bank, had not gone into the crazy things it did, and the stock was worth 
$200, would not they have said Mr. Travers was one ‘of the finest organizers, that 
he had got this bank on this footing by having the pluck to raise money on "these 
notes ? 

Mr. Mrxeu: [ admit that would have been the general plaudit he would have 
received, but it would not have mitigated at all the nature of the offence; it would 
have been satisfactory to those who had had dealings with the bank, but it would 
not have changed the nature of the acts at all, and I do submit that whenever any- 
thing may reasonably be presumed to follow from an act, the act is the natural and 
reasonable and proximate cause; and I think it could fairly be said that one of the 
causes of this failure was the manner in which it was started. It seems to me to be 
a reasonable conclusion and I have no doubt that the offences that were committed 
afterwards, or the general conduct of the business, criminal and otherwise, perhaps 
that was carried on afterwards contributed to it, but they were only incidents after 
all. It must get back to the primal and initial cause which we say was the per- 
mitting of this bank-to be organized, the only safeguard the depositors have. 
| MR. ComMIsstoNern: Why don’t you go one step further if there had been no 
Act of Parliament incorporating the bank then there would have been no loss to 
these depositors. 

Mr. MrxeL: That of course academically might be all right to argue, but I 
do not think that the argument I have adduced is analogous to that position. 

Mr. CoMMISSIONER: Is it not as much a proximate cause as is the issue of 
the certificate? Are not they both remote causes? 

Mr. Mixer: I submit-not. I submit there is a differénce and I wish to press 
it upon you, Mr. Commissioner, and that is this, that where a proposition is started 
under the Bank Act legally and properly and all the requirements, all the safe- 
guards that are required by the Act have been adopted, and it has been free from 
any offences and started in the regular and usual way, the presumption naturally 
would be that it would continue that way, and! if disaster overtakes it through mis- 
management that would be the cause, but where it is started wrong, where it is 
started -by offences, where it is started in contravention of the Act and by deception 
anid by offences I have referred to and which I have no desire to emphasize simply 
for the purpose of emphasizing them, but simply to show that where it started in 
that way it is a fair and reasonable inference that that sort of conduct will con- 
tinue in the management and we know that sort of conduct did continue in the 
management and no doubt contributed to the loss the depositors will sustain. 

Mr. Commissioner: Apart from applying the loan upon stock of persons 
who had not given notes that were discounted, the action taken was advised as 
legal and proper by two solicitors in this town, so we have been told, one Mr. 
Thomas Urquhart and the other Mr. Hunter; T think they both gave evidence to 


_that effect. 


Mr. Mixrn: I recollect hearing some of Mr. Hunter’s evidence, but my re- 
collection of it is that he at that time thought he had not been sufficiently apprised 
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of the facts as he learned them afterwards when he gave that advice. I think that 
is the statement he made; whether I am correct in that or not I am not clear. 

Mr. CoMMISSIONER: What they appeared to have thought was these notes 
had been given as you concede, as I understand it, with the implied authority to , 
use them for the purpose of raising the money, that they: were discounted without 
any liability of the bank at all—they were not discounted, the money was borrowed 
on the personal security of the General Manager, with these notes as collateral 
security; it was advised that that was a perfectly legitimate and proper transac- 
tion; that is as I understand their evidence; I am not saying whether I agree with 
that or not. 

Mr. Mixet: That is satisfactory of course, but it does not explain the clauses 
in the declaration which state clearly that the money was not raised in that way 
and it was raised by cash. 

Mr. ComMissionER: No, you have not read it carefully enough. It was 
perhaps it might be called, an astute answer of Mr. Travers; he professed to answer 
the Finance Minister’s question, but did not answer it at all. The question he was 
asked was whether the source was notes discounted. His answer was it was not the 
proceeds of any notes discounted by the provisional directors; that is where he 
fenced himself in. | 

Mr. Mixet: That does not improve matters; it simply adds to the evidence, 
that the party applying for the incorporation was adopting another means of de- 
ception and makes it further reasonable to presume that where that deception was 
being practised at the very threshold of the institution it would be reasonable to 
continue. 

Mr. ComMIssIonerR: But that letter was.true literally ; it was true that the 
provisional directors had borrowed no money. : 

Mr. Mixer: If the Minister did not secure an answer to his question and 
did not get the evidence that the Act required he should get, it is all the greater 
reason for assuming that the Minister was negligent in that matter, and that that 
negligence was one of the causes of the disaster that followed. The Minister should 
have had a proper answer; he should have seen that the facts were made clear to 
him; and then there is the fact that although the organization of a bank is a some- 
what unusual thing, it is not occurring every day, it is not occurring sometimes for 
several years, yet it was not properly and regularly brought before the Treasury 
Board. 

_ Mr. Commissioner: ‘That is disclosed by the evidence that is not so. 

Mr. Mixer: Mr. Boville told us he had never been present at any meeting. 

Mr. Mike: Sir Richard Cartwright’s evidence is it was passed around. 

Mr. Commissioner: The evidence of Mr. Fielding is quite clear that the 
Treasury Board met regularly and passed it. ‘The evidence is they met, not as they 
ordinarily would in the Finance Minister’s office, but met as they could get a quorum 
together, that they did their business and then gave a minute of it afterwards to 
Mr. Boville; there is nothing wrong about that at all. 

Mr. Mrxext: I understood clearly from Mr. Boville’s evidence that he had 
not been present at any meeting. 

Mr. Commissioner: Of course he was not present, but they often had meet- 
ings when he was not present; his presence was not necessary. 

Mr. Mixet: I can only submit the statement as I have already done so, that 
one of the causes for the disaster was allowing the bank to be organized in the way 
it was; that the Minister did not take reasonable precautions in view of the fact 
that he was himself suspicious, even before he had heard any reports at all he had 
misgivings about the bank which should have prompted a reasonable person to be 
more than ordinarily careful. He had the warning of Mr. McCarthy, he pointedly 
called his attention to the violation of the Act; no inquiry was made; and he had 
the names of other people furnished to him who were charging illegality against 
the organizer of the bank. With all these matters I submit he should have investi- 
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gated; and even after the certificate was given, when Sir Edward Clouston wrote 
him a letter which he received the day after the certificate was issued again men- 
tioning this offence under the Bank Act, that he should have recalled that certificate ; 
he should have asked for the recall. 
' Mr. CoMMIssIoNER: How could he have recalled it. 
Mr. Mixei: He could at least have written to the bank or the General Man- 
ager asking for that certificate to be returned. It seems to me there would be just 
grounds for him to apply to the Court for a mandamus of some description by which 
he would be required to return that on the ground that it had been obtained by 
misrepresentation. 
Mr. Commisstonpr: And he would do that upon the statement in Mr. 
Clouston’s letter. 
Mx. Mrxet: After consultation with Mr. Clouston if he required any further 
facts. 
Mr. Commissioner: Why did not the Bankers’ Association do something? 
They had an answer immediately from the Finance Department that the certificate 
had issued; why did not they do something ? 
Mr. Mixes: Iam not here to offer any excuse for what they have or have not 
done, but I submit it was the Minister’s duty to do that. 
Mr. Commissioner: Does not it all tend to confirm Mr. Fielding’s statement 
that it was all rumor, nothing solid to base it upon; these people had not informa- 
tion; it was just gossip; that is his position. 
Mr. Mixet: Yes, but when he has rumor coming from not idle sources, not 
street gossip, but coming directly to him from responsible people well known people, 
who could have been approached with little trouble, and had the matter sifted to the 
- bottom, and as subsequent facts show if he had taken a little trouble, exercised that 
little reasonable care and sifted the matter to the bottom, with very little effort he 
would have saved all this, and have saved the loss to the depositors. He did not 
choose to do that. He chose to treat it as common street gossip, I suppose, and of 
no importance, notwithstanding the source from which it came. Was it reasonable? 
We submit it was not reasonable, that he should have done so. This rumor added 
to his own misgivings, his own suspicions of the institution— 
Mr. ComMIssIoNER: ‘That is not the effect of Mr. Fielding’s evidence at all. 
- Mr. Fielding’s evidence was it was not a strong bank, he thought it was not advisable 
_ for farmers to go into business of that kind; they had had two chances to establish 
_their bank and they had failed, and he thought they ought not to get a third chance. 

Mr. Mixei: That suspicion he had as to the possibility of its organization— 

Mr. Commissioner: That farmers ought not to go into banking business, 
that was his— © | 

Mr. Mixet: That should have prompted a reasonable person to be more 
careful in the organization of the bank, to take greater pains to see that every safe- 
guard provided by the Act at least was fully complied with for the protection of the 
people who were invited to put their money into an organization of this character. 
I feel certainly that that is a proximate cause. I realise that a man starting a bank 
properly and regularly and honestly without any deception, without any improper 
conduct whatever, might meet with disaster, and the bank fail; but when we find 
the same kind of conduct that was practised in the organization of the bank, prac- 
tised later on and producing the results, I submit it can be related back to the 
original cause and treated as a proximate cause or one of the causes. There are 
many things that arise from several causes, and it may not always be easy to say 
which is the more to blame; but at all events I submit that should be found as one 
of the causes if you feel it necessary or proper that the cause of the failure should 
be fixed as an absolute iact as a result of the evidence we have got. I did not antici- 
pate that that would be the result, but if it is to be fixed as an absolute certainty 
beyond all question as to what the real cause was, the only cause or certain causes, 


— 622 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


then I submit that should be included as one of them; and I do not know whether, 
as Commissioner you would deal with any question of negligence at all in the matter, 
but I assume perhaps you would not be drawing any conclusions of that kind. If 
you are, I submit that the Minister clearly neglected the provisions of the Statute ; 
he did not take ordinary means; he did not take the kind of means that a member 
of a Municipal Council would ‘take to satisfy himself; a Municipal official or a 
member of a council who would overlook matters of that kind and treat them as 
lightly as that, by which loss arose to his municipality would practically be drummed — 
out of public life in his municipality. 

Mr. CoMMissiIonER: Where do you live? 

Mr. Mixen: In the good old County of Hastings, where we certainly do get 
after members of municipal councils who overlook even much smaller things in- 
volving much smaller issues than launching an institution that is going to invite 
depositors to put their money in on the assertion that everything the Bank Act 
requires as a guarantee for them has been carried out and carried out before a 
Minister who is supposed to be more conversant with these things than the ordinary 
individual, and by a Board composed of men who have superior experience and 
knowledge and capacity to deal with things of that kind. °I feel it would almost look 
like Justice without her sword if depositors under these cireumstances could not 
find some place within the four corners of the British North America Act by which 
they could be protected and their rights and interests dealt with in a way that would 
make good to them a loss such as this. I believe if the Crown could be sued, if it 
was possible to sue the Crown, that an action for negligence could be established. 

Mr. COMMISSIONER: Have you applied for a fiat? 

“Mr. Mixen: No. 

Mr. CoMMISSIONER: Perhaps you had better. 

Mr. Mixex: I am perfectly convinced—I doubt if any power short of an Act 
of Parliament could authorize a fiat to sue the Crown as represented by the Dom- 
_ Inion Government. 

Mr. COMMISSIONER: I do not know; if there is a cause of action— 

Nr. Maken: I know of no provision in any written statute that would author- 
ize the Dominion Cabinet to issue a fiat to bring an action of this kind. There are 
some particular Acts that authorize it, but I know of no existing— 

Mr. Commissioner: If there is any cause of action against the Crown a fiat - 
can be granted; if anybody supposes he has a claim which he can enforce im a Court 
you can get a fiat. 

Mr. Mien: We would be met at once with the maxim that the King could do 
no wrong, on the assumption that the King will do no wrong. . 

Mr. ComMIssioner: It is not the King; the reason of that is the odium of 
everything he does wrong rests upon his Ministers. Perhaps you would like me to 
suggest you should have | an opportunity of applying for this engine of destruction. 

"Ma. Mrxen: I should like very much when you are reporting if you would 
report that a fiat should be granted. That might help us at all events to some 
extent and we could test the issue as to w hether or not an action for negligence 
could stand. 2 

Mr. ComMisstoNER: There is no use of any will-o’-the-wisp of that kind. 
Have you anything to say Mr. Weldon? 

Mr. Wetpon: I do not know that I should project myself into these matters. 
If you would like to hear what I would say in connection with the matter I hardly 
think it would be right to take it up this afternoon. It is now well on towards 4 
o'clock. We have had sittings of this Commission and it has lasted over some 
months, and I do not think that I could attempt for a moment to do justice to these 
unfortunate people who have suffered in this matter offhand like this; it would be 
necessary to take up the evidence all the way through, and make proper notations, 
so that it could be followed without a great deal of trouble. If the Court could 
see its way clear and would like to hear what I have to say in the matter I would be 
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pleased indeed to get the matter in as good shape as I possibly could and lay it 
before you. On the other hand if you think it is inadvisable I have no complaint to 
make. Mr. Hodgins has followed the matter pretty carefully and brought out a 
great deal of evidence and I have no doubt he will do justice to all parties concerned. 
I think a very strong case can be made out for these unfortunate people, and if you 


- would like to hear me I would like to take it up on any occasion the Court might 


see fit to appoint. 

Mr. Commissioner: I do not quite understand what you mean? 

Mr. Wetpon: I would not care this afternoon to go into an argument which 
would take a very considerable time and I have not had a chance to go through the 
evidence. I do not think it would be fair for me to get up at this stage and argue 
the case of some four thousand unfortunate people. If you wish to leave the matter 
over till next week— 

Mr. Commissioner: Mr. Hodgins will be away next week and the week after. 

Mr. Mrxen: There are a number of findings I have in a memorandum here 
which I might leave with you. 

Mr. CoMMIssIONER: Very well, Mr. Mikel; you might leave them with me. 

Mr. Mikel leaves memorandum with Mr. Commissioner. 

Mr. Wetpon: I do not know what we can do then under the circumstances. 

Mr. CoMmiss1onER: The whole thing is very plain; there is not much dispute 
about anything. There is some conflict between Mr. Fielding and some of the 
witnesses, but with regard to everything else it is all pretty plain sailing is it not? 
We know how the bank started, we know the conditions under which the money was 


_ raised, we know how it lost its money after it started, step by step until it lost a 


million and a quarter. 

Mr. Wetpon: That being the case and it being inexpedient to adopt the 
method suggested I might give three or four strong points in connection with the 
case of the depositors. In the first place the Government has always taught the 
people of this country that banking was a very serious and dangerous business; they 
have gone to work and said “ Here, we cannot allow an ordinary individual to go 
into the business of banking; it is a very dangerous business”. That is the attitude 
that has been assumed by the Government; so much so that they go to work and 
pass certain regulations and pass a special Act and say “ Unless you comply with 
the provisions of that Act you cannot start into business”. So much so that when, 


i as intelligent a man as Dr. Beattie Nesbitt, a man who has had all sorts of business 


experience,—possibly no person who has been attending this Commission for some 
time has had more business experience than Dr. Beattie Nesbitt, and he comes here 
and says “ When the Government granted the certificate | thought it was all night; 
they were there for that purpose; | am not a banker, and when the Government 
granted the certificate I took it for granted that everything was so, and was correct 
and proper”. That being so what is the position of a poor farmer or river driver? 
How is he going to guard himself? I think these people are entirely without 
blame. ‘There are features in connection with the Farmers Bank that occur in no 
other bank that ever failed in this country. In the first place it is the worst failure 
we ever had in this country. Here is a statement that shows the failures of banks 
since confederation; in 15 out of 24 failures the depositors were paid in full; there 
has been no ease before where there has been such an absolute failure, where there 
is not a cent left to pay the depositors anything. 

Mr. CoMMISSIONER: You have a valuable mine. 

Mr. Wetpon: We will see. I would advise my. chents at any time to sell it 
at 4 cents on the dollar.. 

The next feature in connection with the matter is this, that no time since 
Confederation or before that time for that matter has there ever come up any ques- 


tion as to the sufficiency of the certificates that had been granted by the Govern- 


ment. This is the first time that ever came up. 
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Mr. Commisstoner: The first time that anybody has had the cheek to raise 
it, perhaps. 

Mr. Wrtpon: — Possibly so. My learned friend Mr. Mikel in dealing with 
the matter took up some of the things that had been spoken about so frequently in 
Parliamentary debates and other places, but there is one thing that should have 
been mentioned, and that was this, that Mr. Travers was asked by you as to what 
was the cause of the failure of this bank, and he said “ Well, I started off with 
short capital, and I had to go into all these deals to try and recover myself”. You 
were speaking a moment ago about proximate cause and remoteness and so on. 
Mr. Travers is the one man who knows more about this matter than any person else. 
He states that as the reason that this failure occurred. No doubt the failure was. 
caused by these injudicious investments and lack of proper management on his 
behalf. He says that was caused by his anxiety to make up the proper capital, and 
to make up the losses of organization that had been sustained at the inception of 
the bank. Therefore I submit the natural result of starting the bank with insuff- 
cient capital was the failure. The Government had said you cannot start a bank 
unless you have $250,000 of paid up capital. There must be a reason for that. 
They have naturally concluded, after having had very considerable experience, that _ 
they cannot allow a bank to start in business without having sufficient capital, and 
they say the smallest amount of capital you must have is a quarter of a million 
dollars. Mr. Travers started 25 or 380 branches with about $145,000 of paid up 
capital; that is less than $5,000 or $6,000 to run a branch with outside of the 
deposits of the people. } 

Mr. Commissioner: Some branches run without any capital, lots of them. 

Mr. Wexpon: | On the other hand I submit you should take into consideration. 
the fact that the bank premises in lots of places cost $5,000 and $6,000 in some 
instances cost $12,000 or $14,000. That is the object aimed at by the Statute; I 
submit that the Statute said you must have sufficient capital because otherwise if 
you have not it is a perilous thing to do to start into this thing, and naturally 
when Mr. Travers did not have sufficient capital—I must say that Mr. Travers I 
think has been of very considerable assistance in this matter, he has refused to tell 
some things, but I presume he does not want to go back on his pals—however, to 
come back to the point I was endeavoring to make, that the reason of the failure 
was because of not sufficient capital, that if proper inquiries had been made at the 
time—I do not blame Mr. Fielding so much, for Mr. Fielding was an exceptionally 
busy man, and it is all right to come in now after the event and say he ought to 
have done this that and the other things—I do not say that—a Tory Minister might 
as well have done it as a Liberal Minister; a great many people have endeavored to 
make politics out of this thing, a lot has been written, but it is not a matter of 
politics at all, it is a matter where a great many people have suffered grievous loss 
through no fault of their own, and I am not going to say Mr. Fielding was in any 
way to blame; but what I do say is he was a busy man and he just simply failed to 
take the precaution, not possibly himself personally at all, possibly some member 
of his staff; they simply failed to take the precaution that an ordinary man of 
prudence would have taken in connection with his own business. The Statute cast 
a duty upon him, if not upon his officers, and his Department did not exercise the 
amount of diligence that should have been exercised in the circumstances. It is all 
right after the thing is over to say this, but he was busy delivering his Budget 
speech and he simply under the circumstances did not look after the thing as closely 
as he might have done. ) 

Hes COMMISSIONER: Guilty with extenuating circumstances, is that your 
verdict 

Mr. Wetpon: I do not go that far. There has been a whole lot of political 
talk; he was simply too busy to pay very much attention to the matter. It was not 
-a sin of commission, but a sin of omission; he simply did not realize possibly the 
great amount of danger there was in connection with it. But this thing has all been 
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gone over before. No doubt the Court is as well informed on it as I am and I do 
not wish to weary you with that. With respect to the findings that are to be made 
in connection with the matter I think the terms of the Commission are to report 
the evidence— 

Mr. .Hopeins: To inquire into and report all material and relevant facts. 

Mr. WELDON: ‘There is one other thing; this is a very broad and large sub- 
ject; if one had an opportunity to talk one might go at the thing for half a day. 
Mr. Travers has suggested an amount of $3,000 and some other sums that appear 
to have been spent for some purposes which he does not like to divulge. In anything 


- I have to say I do not wish to speak harshly or say hard things about any person. 
' All I would like to do is to perform my duty with respect to my clients. But as 


to where the money went, I do not think we need be in a very great deal of diffi- 
culty; let us see what happened, shortly before the issuing of the certificate; and 
see who would have a motive or an object to be gained by the giving of that certi- 
ficate. Shortly before the issuing of the certificate we find that Mr. Stratton 
introduces Mr. Travers to the General Manager of the Trusts & Guarantee Com- 
pany, for the purpose of securing this loan; the loan is obtained, the consideration 
being, so it is alleged, the sum of $1,000 of a bonus and interest at 10%. The 
Trusts & Guarantee Company loan $80,000 of money of their own or their clients 
or customers on a lot of Farmers notes; and what would have happened supposing 
they had not got the certificate from the Government? The position of these men, 
I submit would be just about like this; the money on deposit with the Minister of 
Finance, the Treasury Department, would have to be returned to those men. The 
Trusts & Guarantee Company could not get their money back again, because their 
money had been spent; they could not sue the people who had given them these 
notes, because they would be met with the defence that you took these notes with 
notice. That being so, we consider the cheque paying that loan was hidden and 
concealed and issued in some other name, issued to the Bank of Montreal, and 
when the cheque was returned the payment was returned in some other person’s 
name, still covering it up; when they elaborate the most perfect scheme they can, 
they go to work and get one of the shrewdest practitioners in’ Toronto I believe to 
provide a most ingenious scheme for defeating, I submit the provisions of the . 
Bank Act, and all this is done, so it is said, to make a paltry little thousand dollars 
—not only that, but they had to go to work and borrow $55,000—and a thousand 
dollars would hardly pay Mr. Hunter’s fee in connection with the matter—Mr. 
Hunter on a transaction involving $100,000, and evolving a scheme he would be 
entitled to receive good pay— ; 

‘Mr. ComMisstonrEr: I do not see where this is leading. 

Mr. WELDON: The reason I say that, if the certificate had not been issued by 
the Finance Department what. position would the Trusts & Guarantee Company 
have been in? I submit we see who would have a motive in obtaining the certificate, 
and what pressure would be brought to bear. All that one can but conclude is that 
these men must have realized the fact that in the event of the certificate not being 
granted they would be m a desperate state of affairs. I think that is a reasonable 
conclusion and I have not any doubt at all that they realized that fact, as shrewd 
a man as Mr. Stratton and Mr. Hunter and Mr. Warren who was also a lawyer 
would realize these facts. Mr. Travers has refused to tell where that money went, 
that $3,000 and other moneys; I do not know where the money went and who got 
it, but what I do submit is, and I have nothing against the Trusts & Guarantee 
Company. J am not concerned in their affairs at all except in so far as this is 
concerned, that if they had not got that certificate, if they had failed the Trusts & 
Guarantee Company would have been in a very bad position, and therefore I sub- 
mit that it was incumbent upon them to see that certificate was granted. Naturally 
these things are all concealed. Mr. Travers does not wish to say to whom he gave 
this money, and does not desire to make any divulgence of these things but I sub- 
mit it is very very plain that one cannot help but see that under these circum- 
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stances pressure, if it were necessary—it may have not been neces ssary—but 

pressure if it were necessary was absolutely certain to be brought by some person 

eonnected with that crowd. I do not wish to say anything more. ‘These unfor- 

tunate clients of mine over the country have undoubtedly suffered an extreme loss 

to which they were in no sense a party. They have done nothing wrong, they have 

taken the report of the Government, the invitation of the Government to deposit 

their money in one of these banks and have suffered in that way. Of course this. 
thing has all been helped along, and a great deal of false confidence has been 

enthused or instilled in the people of Canada by, I do not say by whom, but by cer- 

tain interested parties—It has all been done to help us to believe that “the banking 
system of Canada was the most wonderful system, that no person could lose. ‘ 
Since this thing came up last month, here is an article in the North-West Farmer, 

a paper, the pioneer farm paper of Western Canada, and they go on and tell us 

such things as the probability of loss to the depositors reduced to a minimum; and 

there is a case where every cent is gone, hardly anything left, except the gold 

letters on the window. With the enormous capital required by the Government, 

and there is not an atom of Government regulation. 

“It is practically impossible for a bank to fail in Canada ”—this is a long 
article vouched for by the Editor— 

‘All banks must stand by each other that the depositors may suffer as little 
as possible ”’. 

What actually happened in this Farmers Bank-case? © As soon as the crash 
came—possibly this is not very much in line except it is a very serious thing I 
think to go to work and lead the people to believe all these sort of things that are 
altogether untrue—for instance “ All banks must stand by each other”. There is 
no such law or no such condition. As a matter of fact the conditions are exactly 
the opposite. The banks of this country enjoy the monopoly of issuing bills which 
nets them without any tax or any cost to them, in the aggregate five million dollars 
a year; they have $100,000,000 of circulation in round numbers, and they ought to 
get $5,000,000 a year interest on that. In order that the people of this country 
shall have stable belief and ample confidence in the bills issued by the bank they 
put up this Circulation Redemption Fund 5%. of the circulation of each bank, 
simply so that every person shall be satisfied and safe. When a crash comes, when 
a bank fails what happens? Thev go to work they do not take any money out of 
the Circulation Redemption Fund, they take all the money put in by the depo- 
sitors; they take the depositors’ money and they pay off all this circulation as a 
preferred len or claim against the estate; the result is instead of standing together 
for the protection of the depositor they stand together to take what the depositors 
have put in there. ‘The earnings from the issue of circulation of the banks of Can- 
ada for one month would pay the entire loss that the depositors will be put to in 
connection with this failure. This is a critical case. 

“Tt does seem as if the interest of the Canadian depositors could not be guarded 
more closely”. It is altogether erroneous, and this is a statement that should not 
be allowed to be made. But the point I started out to make was, that after all 
lias been said, after all that appeared in the public press of this country, when 
any person has the hardihood to go to work and publish that now you I think will © 
realize the unfortunate position of these people. They had ample confidence and 
implicit faith in the banks of this country, they thought like Dr. Beattie Nesbitt - 
that the bank had obtained its certificate and that everything was all right. 

Mr. Hopeins: Mr. Corley is here, and I would like to ask him a few ques- 


tions. 
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J. SEYMOUR CORLEY, Recalled: 


Mr. Hoperns: We had Inspector Duncan up here, and Mr. Stewart Lyon I 
should say was here first; he spoke of an interview with Inspector Duncan, in 
which he said Duncan was annoyed at having been sent on a wild goose chase to 
Muskoka and Inspector Duncan then said that he had applied for a warrant some 
time before the warrant was issued. 

Mr. COMMISSIONER: ‘I'wo weeks before. 

Mr. Hoperns: And he was refused by you on the ground that you had the 
authority or the right to say when it was to be issued? A. Are you referring to 
the time Duncan went to Muskoka to get Dr. Nesbitt? 

Q. Yes? A. Duncan is absolutely in error. We first decided there was a 
good cause for prosecution against Nesbitt on Saturday morning in Clarkson’s 
office. There was Mr. Bicknell who was solicitor for the liquidator; there was Mr. 
Clarkson, one of Bicknell’s assistants, or junior, and Duncan, Duncan was there at 
my request, We went into the matter fully and we decided to lay a charge of 
conspiracy, and a charge of theft in reference to the Keeley Mine transaction; that 
was on Saturday afternoon. Duncan left me I should say after 1 o'clock to hunt 
up the Magistrate, that I know of my own knowledge, I know that he had difficulty 
in getting a Magistrate because there was not any around, that Saturday afternoon. 
I know he took the train and went to Muskoka after Nesbitt, and Nesbitt had gone 
in the meantime. If he had taken the trouble to telegraph before he left to seven 
of Inspector Rogers’ men along that line he would have got him; he had to pass 
seven of Rogers’ men before he got away. 

Q. He said he applied for a warrant two weeks before it was issued? A. I 
have no recollection of him applying for it; if he did it was on insufficient evidence. 
He got one as soon as we had evidence. There was an immense amount of evidence 
and that had to be gone through with Mr: Clarkson; he was working with myself 
and Mr. Bicknell and I were in very close touch looking to see if the criminal law 
had been broken. It was only on Saturday we were able to get these charges 
against him after conference with Mr. Bicknell, Mr. Clarkson, Duncan and one of 
Bicknell’s juniors and myself. 

Q. Duncan says he applied and you refused it, and ae you were the one that 
had jurisdiction to issue warrants, and he then reported to Colonel Grasett, and it 
came up before the Attorney General and he was sent to the Attorney General’s 
Department? A. I think he is referring to the matter of extradition later. He 
issued several warrants without consulting me, for instance against Wilson, he 
never consulted me at all, he went into Colonel ‘Denison and swore them while the 
Colonel was sitting on the Bench. 

 Q. Was that the point that came up and was decided by the Attorney 
General’s Department? A. What point?’ 

Q. The point whether you had the right to refuse a warrant? <A. The 
point never was discussed, I never heard of it before. 

Q. He said he applied to you and you said no, that you were the one to say 
when the warrant should issue? A. I could not take that authority; under the 
law the Magistrates have authority to grant warrants. 

Q. Two weeks before the warrant did issue it would have issued if you had 
not stood in the way, that is the impression? A. Impossible to stand in the way; 
three-quarters of the warrants in the City of Toronto I never know about. In 
serious cases they ask my advice. ‘The Magistrates never inquire into the circum- 
stances; either the Police inquire or I do. 

~ Q. If Duncan applied to you for a warrant would he be found to show you 
reasonable cause before you sanctioned it? A. I certainly would not advise the 
Magistrate to issue a warrant without reasonable cause. 
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Q. When was the first time you had submitted to you evidence which in your 
judgment warranted the issue of a warrant? A. On the very day Mr. Duncan 
went to Muskoka for Nesbitt. 

Q. Who submitted that, Duncan? <A. No, Bicknell, Mr. Clarkson and Mr. 
Bicknell’s assistant; there were several of us there in that bank room of the 
Farmers Bank upstairs; I would not have known these facts except from Mr. 
Clarkson. Mr. Duncan is not an accountant and could not find them out, and I 
could not find them out. 

Mr. CoMMIssIoNER: Is your memory clear enough to say that what he says 
happened did not happen? A. I do not know what he said. 

Q. He said he came to you desiring to lay an information against Beattie 
Nesbitt, that he did that about two weeks before the warrant was actually issued, 
and that you declined? A. Did he say on what ground? 

Q. That it was your privilege to determine and that he had no right to lay 
informations? A. We never had a discussion of that kind, because I know quite 
well the Police always have the right’to go to a Magistrate and ask for a warrant. 

Q. Is that so? I got the impression that where a serious .offence was 
charged, that the information had to be initialed? A. The practice is coming in 
that way, but it has not been in the past. Some of the most serious matters arrests 
have taken place at night and on Sunday when I never knew anything about it 
until the men were brought into Court. 

Q. There was a suggestion that this was an effort on behalf of the friends of 
Dr. Beattie Nesbitt to prevent his arrest? A. I am no friend of his, and he was 
never a friend of mine. | 

Q. And he was warned? A. If there was any warning it did not come 
through me or through my office; I have no interest in Nesbitt. 

Q. You know nothing about any such thing? <A. No, absolutely nothing. 

Mr. Hopeins: Q. You spoke about the Provincial Police; is not there 
friction, jealousy perhaps would be the better word, on the part of the City Police? 
A. Perhaps it is bad feeling; some of the force are friendly. ~ 

Q. Do you know whether Inspector Duncan is one of those that entertains 
that feeling? A. I believe Inspector Duncan and Inspector Rogers do not think 
too much of one another; there has always been considerable ill feeling in the. 
Toronto Police force itself. 

Q. That might account for it? <A. I think he felt so sure of getting him 
that he did not bother. 

Q. He came back apparently thinking he had gone on a wild goose chase? 
A. He had not; Nesbitt had just walked across the lake and took another train. 
Inspector Duncan and I were shooting at a place last fall where Nesbitt changed 
from the regular train to a freight train and the conductor told us both about it, 
not knowing who Duncan was. Inspector Duncan seeks my advice very often. It 
might have been he submitted the case to me and I said there was not sufficient 
evidence, and to wait for evidence. I was not arresting everybody whose name was 
mentioned in the Farmers Bank; I had to have some evidence; I had a duty that’ 
way too. 


The Commission adjourned at 4 P.M. to 11.45 A.M. to-morrow, June 29th, 
POs 
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The Commission resumed at 11 A.M., Osgoode Hall. 


PETER RYAN, Sworn, Examined by— 


Mr. Hopeins: You are Registrar of East Toronto? A. Yes. 

Q. Had you any occasion to visit Ottawa, in 1906? A. I cannot say, but 
very probably. 

Q. Do you remember the time when Travers was down there? A. I re- 
member seeing him there once. 

Q. About in November, 1906? A. I cannot give you the date and I can-_ 
not give you the year. 

Q. Did you Know him before? A. No. 

Q. How did you become acquainted with him? A. I think Mr. Hunter 
introduced me to him. 
What Mr. Hunter? <A. The lawyer, I think it is William Hunter. 
W.H. Hunter? <A. Yes, a stout man. 
You had not known him before? A. No. 
Did you see much of him down there? A. No. 
Who did you introduce him to? A. I did not introduce him to any one. 
What did Mr. Hunter introduce him to you for? A. Merely the ord- 
inary rule that obtains when you meet any one down there, two men together, 
introduce one not known to the third party, that is all. 

Q. Where did you meet him? A. I think it was on the floor of the Russell 
House. 

Q. You were staying there? <A. Yes. ; 

Q. He was there for several days, were you there too for that length of time? 
A. No, I have not slept a night in Ottawa in years. 

Q. Just there for the day and out again? A. Yes, that is all. 

Q. <A flying visit? <A. Yes, that is all. 

Q. I suppose you know Mr. Calvert? A. I do. 

Q. Did you make Mr. Travers acquainted with him? A. I do not remember, 
such a thing is possible, but I have not the slightest remembrance of it. 

Q. Would you remember if you introduced him to any one else? A. No, 
I do not think I did, I would be very much surprised if I did; I know I did not 
do so, sure. | 

Q. Did you introduce him to Mr. Emmerson? A.. No, never. 

Q. Did you know what his business was down there? A. I have a recol- 
lection that they told me it was in relation to their new bank they were establish- 
ing. 


LLLLLO 


Q. Whom do you speak of when you say they told you? A. Mr. Hunter and 
Mr. Travers, I think they mentioned that. 

Q. Were they in difficulty at all? A. Not that I knew of, I knew nothing 
of their business whatever. 

Q. Did not ask you to help, them? A. I do not remember that they did, I 
could not help them. 

Q. Of course I do not know, they might have thought so? A. Well, I know 
but I was not in a position to help them, none whatever; I dare say I would have 
done it if I could have done it. 

Q. Was it not the case that they asked you to help them? A. I do not 
remember it, because I could not help them; they might have thought so, but I 
know it was beyond my power. 

Q. How did you happen to be down there? A. I cannot tell you, I have 
been there many times on ordinary business; I certainly did not go on that busi- 
ness. 
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Q. Did you go knowing they were going? A. No, not the slightest idea of 
them being there. 

Q. Mr. Hunter is a friend of yours? A. Not particularly, I know him as 
I know you, I never had any business with Mr. Hunter. 

Q. You are not sure whether you introduced him to any one? <A. I do not 
remember anything. 

Q. You think it is possible you did to Mr. Calvert, but you are not sure you 
introduced him to any one else? <A. It is just this, on the floor of the Russell 
House you would meet public men, and occasionally they would come up and speak 
to me, and if they were present there would be a mutual introduction, and that is 
all I remember; that is all that was possible. 


Q. After the introduction did you see any one in their interests at all down 
there? A. No. 


Q. Do you know who they saw in connection with the matter? A. I have 


not any idea; I have just the haziest recollection of having seen them, that was all. 
I have no hesitation in, saying I would have helped them had it been in my power 
just as I would very likely help any one, but I was in no position to do it. 

Q. Did you have any dealings with Mr. Travers after that? A. Yes. 

Q. How soon? <A. Opened an account in his bank. 

Q. Howsoon? A. Not very long after it opened. 

Q. How did you come to do that? <A. Well, I do not know why, it was 
convenient to us, but it had no bearing whatever upon that. 
Q. Upon what? A. Upon my meeting him at Ottawa or anything of the 
kind. | 

Q. Did you ask any one to introduce Travers to a third party? A. No. 


Q. Did you help him in any way down there? A. You mean a member of 
the Government ? | 


Q. Yes? A. No, never. 

Q. To any one else, a member of the House? A. No. 

Q@. You are quite sure of that? A. Very sure. 

Q. What makes you so sure of that? A. Because I would have remembered 
it had I done so, because all things of the kind that are of an unimportant nature 
as I tell you I would have helped them if I could, but I was in no position to do it. 

Q. After you saw him down there and were introduced to him did you see 
him again down there? <A. I do not think ro. 

Q. Quite sure you left there that night? A. I think so, I have not been, 
I do not remember having slept a night in Ottawa for a great many years. 

Q. When you saw them they had not got the certificate? A. I could not 
say whether they had or not. 

Q. I thought you said they were down there about the certificate? A. They 
were down there in connection with their bank, I did not know the procedure or 
anything about it. 

Q. The state of mind before they got the certificate and afterwards would be 
quite different, and I judged from something you said that it was before the certifi- 
cate was granted? A. It must have been, because they were down upon their 
bank business, and that only I gleaned since because I did not know the procedure 
of getting the certificate or the conditions, but I had nothing to do with the gr ant- 
ing of the certificate, good, bad, or indifferent. 

Q. After the interview you say you did not see Travers again that you re- 
member? <A. Not in Ottawa. 

. Did you see Hunter? A. I do not think so; I might have seen him 
fifty times but it did not impress me. 

Q. Did you see Guthrie? A. No, you mean ‘Hugh Guthrie ? | | 

Q. No, I mean his brother, Donald I think it is? A. No, Mr. Donald 
Guthrie is the elder, the father. | 

Q. Norman Guthrie? <A. I don’t know him at all, never heard of him. 


Se 
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Q. You have no recollection of seeing Travers again? A. No. 

Q. Did you see any one on his behalf? A. No. 

Mr. Commissionrr: Did you see Mr. Emmerson on that occasion? <A. I 
have not the slightest remembrance, my Lord. 

Q. Were you acquainted with Mr. Emmerson? A. Intimately. 

Q. It was during the session of the House, the House was sitting at the time? 
A. I think so. 


W. R. TRAVERS. Recalled : 


Mr. Hopeins: When you were in Ottawa did you meet Mr. Ryan? A. I 
did. . 

Q. Where? A. In the Russell House. 

Q. How did you come to meet him? <A. Mr. Calvert, if J remember right, 
introduced me to him. 

Q. Mr. Calvert said he only met you when you presented the letter of intro- 
duction to him? A. He is mistaken about that, because we were in the Russell 
House together, and he introduced me to several people. 

Q. Introduced you to Mr. Ryan? <A. Yes, that is my recollection. 

Q. And did your acquaintance with Ryan go any further? A. I did not 
see Mr. Ryan again till after I was back in Toronto. 

Q. Did you get an introduction from Mr. Ryan to: anybody? <A. No, I 
remember saying to Mr. Ryan what my business was briefly. The meeting was very 
short, and I asked him if he would put a word in for me. I think, if I remember 
right, he said he would speak to Mr. Emmerson. He says not here, but that is my 
recollection. 

Q. Were you introduced to Mr. Emmerson? A. I cannot recall that I was, 
not by Mr. Ryan. I was up in Number 6 Committee Room with Mr. Calvert aiter 
that and I was introduced to fifteen or twenty, I cannot remember all who I did 
meet. 

Q. You were up in committee room number six? <A. Yes. 

Q. And were introduced to whom? A. I was introduced to a number 
there, I could not recall; I have been trying to, but I could not remember who they 
were, there must have been fifteen or twenty there. 

Q. Was Mr. Emmerson among the number? A. Iam not sure about that, 
I am undecided; I cannot recall the man. ; 

Q. Did you get any assistance from any of those to whom you were intro- 
duced? A. Not beyond asking them td put a word in for me. ; 

Q. Have you any further, information that you are willing to give. A. Well, 
I have been thinking over this matter very seriously and been worrying about 
it, and do not want you to feel that it is on account of any harsh proceedings, that, 
Mr. Commissioner, you want to propose, to force me to tell what I am about to 
say; I want to say more from my personal feeling towards you and admiration of 
you than otherwise (I feel that perhaps it would ‘be better for me if I did not ¢ say 
what I am going to say): Before going to Ottawa I was told by a party, I do not 
remember who it was, I do not wish to be pressed on that point, I don’t know 
whether it was Dr. Nesbitt or Mr. Lindsay or Mr. Lown or Mr. Stratton, or whom, 
I cannot say, that I had better take $3,000 with me and give it to Mr. Ryan. of 
went down there without the $3,000, and I put a cheque in an envelope addressed to 
Mr. Ryan, payable to the order of myself; on that cheque I marked “ C ” on the back 
of it I put a number, which I think represented Mr. Ryan’s room number; that 
is why I want to see the cheque. That is all I ever saw of Mr. Ryan. I don’t 
know whether he got the cheque or did not get it, but I put with ti:ct cheque my 
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card, stating that I would pay that in cash when presented in Toronto. The 
cheque was duly presented to me in about a month or six,weeks afterwards, I 
don’t know whether by a bank messenger, it came to my counter, or by some other 
messenger, and I paid it, and I got the cash together and paid it. That is as far as 
I am prepared to go in the matter. 

Q. What did you do with the envelope and the cheque in it? A. [I put the 
cheque in a private drawer in my desk? 

Q. In Ottawa? A. JI handed it in to tke clerk of the hotel. 

Q. - Addressed to whom? <A. Mr. Peter Ryan. 

Q@. With his room number on it? <A. That is my recollection of it, because 
I put the room number on the back of the cheque, I thought perhaps it might be 
useful to me some time. 

Q. When did it come back to you? A. About a month or six weeks, I © 
cannot remember exactly the date. 

Q. Your advice was to give it to Mr. Ryan before you went down? A. Yes, 
and not to say anything about it at all. J said nothing to Mr. Ryan about it; 
I simply enclosed that cheque, and I supposed he would get it or leave instructions 
for it. 

Q. Do you know what became of it? A. Ido not. 

Q. Do you know who got the money? A. I do not. 

Q. Then, just tell us again when you got down there how you made Mr. 
Ryan’s acquaintance ? A. JI saw Mr. Ryan in the rotunda when I was with Mr. 
Calvert, that is my recollection. Mr. Calvert introduced me to two or three people 
and I asked him, if I remember right, I asked him to introduce me to Mr. Ryan 
and he introduced me to him. I had five or six words, he knew what I was on, my 
mission; I asked him if he could put in a word for me and he said he might, and 
Led remember right he mentioned Mr. Emmerson’s name, but since he says not I 
am puzzled as to whether he did or not. 

Q. Mr. Emmerson had interested himself, had he not, in the early stages or 
do you know that? A. No, I do not know that he did; I never heard of his name 
in connection with it before; I heard of it afterwards but not before. 

Q. That cheque that came back would not be presented directly to you, would 
it? A. We were not in the Clearing House then and they would come to the 
counter for their settlements each day. If it came from a bank messenger they 
would draw the cash for it at the counter, but the cheque was brought in to me by 
one of my officers and I gave him the money for it and took the “cheaue. I had 
provided for it in the meantime and I took the cheque and put it in my desk, and 
that was the end of it. 

Q. Was it stamped by any bank? A. JI could not say that now, although 
I have seen it within a year, I am not satisfied about that. I remember seeing a 
number on the back in pencil and my recollection goes that I put down Mr. Ryan’s 
room number. 

Q. What officer would bring it in to you? <A. At that time it would have 
been Mr. Frayne. 

Q. Where is he? <A. I do not know where he is; he left the country, he 
was a defaulter and absconded. 

Q. The cheque was payable to yourself, and had you endorsed it? <A. Yes, 
that is my recollection. 

Q.— Did you leave it in Ottawa? A. Yes, I left it in an envelope there; 
took chances on it. | 

Q. You did not take any pains to find out who was presenting it? A. [f 
did not want to know; I did not want to know anything about it. 

Q. You did not know? A. No, and I do not know to-day. 

@. You paid Mr. Frayne the $3,000 in cash? A. Yes, I gave him the 
money and he took it out and handed it to whoever was there at the counter. 

Q. Did you see who was there? A. I did not. 
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Q. You had been expecting this? A. Yes, I was looking for it every day. 

Q. What did you charge the $3,000 up to? A. It is charged up to my 
commissions, that is my recollection; I drew it out in several cheques. 

Q. It would be about a month after the bank organized? <A. Yes, it would 
be fully a month afterwards; it would be along the middle of January, perhaps 
six weeks. 

Q. You say you charged it up to your commissions? A. J had drawn the 
money out of commissions prior to the cheque coming in and I was eee that 
$3,000 to keep it on hand for the cheque. 

Q. Just waited for the cheque to come in day by day. A. I was. 

@. Did you make any inquiries afterwards as to who had got that money? 
A. No, I did not; I did not want to know. 

Q. What you have told us here to-day you do not know who actually got the 
money? A. I do not. 

@. Why did you make such a mystery about it? <A. Well, I do not know 
that there was any particular mystery about it, | did not feel like starting the ques- 
tion at all. 

Q. You told me if I were to ask you certain names that you would answer 
yes or no to them? A. You have had Mr. Ryan called here, and he says he 
did not get it; at least, 1 understand he said he got nothing from me; I do not 
know whether he did or not. 

Q. Supposing I had asked you that question, named over several names? A. 
I would have told you just exactly what I have told you now. 

Q. Did you attribute your success in getting your certificate to the cheque? 
A. I thought it all helped; I knew that when they got the charter through, at 
least when I say I knew, I was told by Mr. Lown, when they got the charter 
through they had to use some money there. 

Q. So that you were not surprised? A. I was not a bit surprised, no. 

Q. When you had the suggestion made to you, did you make inquiries as to 
where the money would go to? A. No, I did not, I did not care, I did not 
want to know. 

Mr. Hoperns: Perhaps Mr. Ryan ought to have an opportunity of saying 
something. 


PETER RYAN, Recalled: 


Mr. Hopeins: You have heard Mr. Travers’ statement? A. Yes. 

Q. What do you say to it? <A. I have got to say that I have never in my 
life been so surprised at any statement; I am as ignorant of the $3,000 cheque as 
it is possible for a babe in its mother’s arms to be; I never heard of it before. 
Mr. Travers’ cheque may have reached some other quarter; of that I know noth- 
ing, but I certainly never saw it. What is more, Mr. Hodgins, I would be pleased 
to show my bank books, deposit books; I had no such sum; I do not think that 
I even slept that night in Ottawa, and I never take a room when I go there. I 
simply put my bag, unless it was an odd case, and I cannot imagine it. I had no 
room in Ottawa. I will furnish with the createst openness and frankness my 
deposit book, and if you can see any trace of anything of the kind, of course I 
will stand convicted, but I never saw one cent of it, I know nothing about the 
cheque, I never saw it, and until this moment know nothing whatever except what 
I read in the papers. I can appreciate Mr. Travers’ position, and he can imagine 
that it might have come to me or you or to anybody else, but of that I am not at 
ali responsible. 
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Q. You see, he says he put it in an envelope addressed to you? A. I 
never got it, never saw, never heard of it till now. I say that with the full sense 
of the “responsibility of my oath and before this Commission, willing to take any 
kind of loss of public confidence or respect or punishment by law or in any other 
way if it could by any possibility be shown that I had anything whatever to do with 
it. I can say no more; absolutely ignorant of it, Mr. Commissioner; absolutely 
never heard of it until now. I will be glad to show you any documents that I 
have got in that way, and I am just surprised that they could have imagined that 
1 would have been a messenger, and I was, unfortunately, hard-up at the time, 
but I was not likely to become a messenger in such a case. 

Q. Did you have any talk to any of the four gentlemen he has named, Beattie 
Nesbitt, Lown—? <A. No, I never heard of Mr. Lown until I read his name in 
the paper, and I have never seen the gentleman. 

Q. J think Mr. Travers mentioned Lindsay? 

Mr. Travers: Dr. Nesbitt and Mr. Stratton. 

Mr. Hopeins: Did you ever hear of this bank certificate or bank charter ? 
A. Not the slightest; two of the gentlemen I do not know; I am sure I never 
spoke to the Doctor about it. 

Q. You knew Lindsay? A. No; I know Nesbitt. | 

Q. Who do you know? <A. I know George Lindsay, but that is not the 
one. 

Q. Out of the four, which are the two you know? A. Dr. Nesbitt and 
Mr. Stratton. 

Q. Having heard what Mr. Travers said, can you recall the occasion of his: 
being there more distinctly than you did before? ‘A. No, I do not; I am very 
sure that Mr. Travers’ statement and mine agree, excepting he says I was intro- 
duced by Mr. Travers, and I thought it was Mr. Hunter, but it was so unimpor- 
tant I did not bother with the thing; unimportant, entirely so, and I had no con- 
nection with it, good, bad or indifferent. J assure you, and I am stating it on 
my solemn oath, that I know nothing whatever about that $3,000 or any sum, 
greater or smaller, in connection with the transaction. If I can say anything 
more impressive to you, Mr. Hodgins, I will be glad to do it. I will show you 
my books; I have no such sum as $3,000. 

Q. I do not think it is suggested you kept it? A. No, nor I never got it. 

Q. The suggestion is it must have gone to some one else? A. I never 
got it. 

Q. ~However, your offer is one that I think I ought to accept? A. I will 
be very pleased to show you anything that I have got. I can sympathize with Mr. 
Travers in thinking the devious ways of the heathen Chinee might be indulged in, 
but I certamly was not the medium, nor do I know anything about it, and until 
this moment I had not the slightest idea that such a thing could ever arise in con-~ 
nection with myself. 

Mr. CoMMIssIonER: Do you think you could ascertain the purpose you were 
in Ottawa for? » A. No. 

Q. By inquiry? <A. No; if I got the dates possibly I might. 

Q. Between the 2ist and re 30th November, 1906? A. I will take down 
the dates. 

Mr. Hopeins: Travers arrived in Ottawa the 28th November and left on 
the night of the 30th. | 

Mr. CoMMISSIONER: The 28th to the 30th inclusive? A. Mr. Travers 
and myself are very liable to make a mistake as to whom introduced us, but I could 
lave made no mistake about $3,000; it was just the kind of a sum that would 
have impressed itself upon me at that particular time, and I never saw it nor never 
heard of it. 
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Q. ‘Was that one of the times you were down or one of the times you were 
up? <A. I could not tell you, but 1 know I am innocent of this; I have had my 
share of all sorts of ups and down, but this is a new thing; it would be a new 
role to be playing, too. 

Q. Those are the dates? A. I will do the best I can, and particularly if 
you come to my office I will turn up all my letter books and see if I wrote any- 
thing on this date to show I was in Toronto at the time. 

Mr. Travers: Do you remember standing on the top of the stairs auction- 
ing off something? <A. Very likely. 

.Mr. Travers: That might help you? <A. That would, undoubtedly. 

Mr. Hopains: The top of the stairs where? A. At the Russell House. 

Q. Auctioning something off? A. Yes, that was the usual place where we 
wished to make men rich buying timber. 

Q. Auctioning what off? A. Some timber limits. 

Q. That probably was what you were down for? <A. Very likely. 

Q. You could fix the date; 1 suppose you were paid commissions on those 
sales? A. I forget now. 

Mr. CoMMISSIONER: You ought not to forget that? A. Sometimes we did 
not get the commissions, because sometimes we did not make sales. 

Mr. Hopeins: At all events, your books will probably show something about 
that? A. Yes, and more than that if you will come this afternoon I will be 
— glad to show you anything I have. 

Q. I won’t promise to do that, but I am going to suggest to the Commis- 
sioner that the Commission had better stand adjourned to some later date so that 
{ may make the inquiry? A.~ Very well. 


a 


W. R. TRAVERS, Recalled: 


Mr. Hoperns: You have heard what Mr. Ryan says, does it change your 
View In any way as to what you did? A. Not the slightest. . 

Q. You made a remark that he was probably auctioning something off there, 
what did you mean by that? <A. I thought you were trying to fix some dates 
for him to help him out, and it came to my mind, having seen him on the stairs 
in his briliant way he has of putting those things. 

Q. Before or after your introduction? A. I could not say that now. 

Mr. Commissioner: Does that mean that he was selling timber limits? A. 
That was my recollection of him, seeing him there; I may say first I remember 
seeing him up the stairway offering something for sale; I did not pay very much 
attention to it. 

Mr. Hoperns: You-wrote the number of his room on, at least some number 
that you think was the number of his room? A. That is my recollection of it. 

Q. Onthe cheque? <A. Yes. 

Q. What would the sense of that be? A. I had in my mind that possibly 
IT would want to remember it. 

Q. So that when the cheque came back you would remember it? <A. Yes. 

Q. What did you put “C” on for? A. Certificate. 

Q. Did not write certificate on it? A. No, I put a “C” on it; I thought 
I would keep the cheque, it might be useful to me some day. | 

Q. I have communicated with Mr. Lynch-Staunton and he was unable to he 
present to-day, but he says that he has no recollection whatever of having any 
interview with you, that he never saw the letter from Colonel Matheson ar any 
cheque for $3,000, and if you saw either of them you did not bring it to his atten- 
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tion? A. I would not like to contradict him in that, but he cannot possibly not 
remember having an interview with me. 

Q. He says he has no recollection, that if you saw either of those documents 
that you did not bring them to his attention; I think myself that is consistent with 
what you said yesterday? A. I would not like to contradict him, I saw the 
documents. wad 

Q. You saw them on the tabler A. Yes, and he was in and out and the 
detective was there; I do not know which one it was now. 

Q. Was that before the trial that he was to conduct? A. It was before 
one of the trials, 1 could not say which one. 

Q. I suppose you have followed this case pretty closely, you remember that 
he was retained to prosecute and that he did not do so? A. Yes, I remember 
that. 

Q. And some one else did? <A. Yes. 

Q. Was it just before the trial that he was expected to take? A. That is 
my memory, I could not say exactly. 

Mr. CoMMISSIONER: ‘There were two or three bills found when I was sitting 
at the Criminal Assizes and they were traversed to the next Court. Mr. Staunton 
was there then; and I think it was at the Court they were traversed to that he was 
not able to attend, and Mr. DuVernet took his place? A. I was up there so 
many times. 

Mr. Hoperns: Mr. DuVernet prosecuted Lindsay. Was it Lindsay that Mr. 
Staunton was to prosecute? A. No, I do not think so. 

Mr. Hoperns: Mr. DuVernet took the case against Stratton in the County 
Judge’s Criminal Court. 


The Commission adjourned sine die. 


Toronto, July 16th, 1912. 
The Commission resumed at 11 a.m., at Osgoode Hall. 
PRESENT: 


How. Sir WiLtt14M MEREDITH, Commissioner ; 
Frank H. Hopeins, K.C., and Jonn THompson, K.C., representing tlie 
Dominion Government. 


Mr. Hoperns: Mr. Ryan, Mr. Scott is here, and he would like to be called 
first. J just wanted to ask you if you had any objection. 
Mr. Ryan: Not the slightest. 


JOHN G. SCOTT, Sworn, Examined by— 


Mr. Hopeins: Q. You are Master of Titles? A. Yes. 

Q. And I think you were Master of Titles in 19067 <A. Yes. 

Q. Do you know Mr. Peter Ryan? A. Yes. 

Q. Mr. Peter Ryan has supplied me with an account kept by him in the 
Home Bank of Canada in the name of Peter Ryan in trust, and on the 18th Jan- 
uary, 1907, there is a deposit of $3,000 which he tells me was a loan from you, 
and I would like to hear what you can tell us about that item? A. A loan hardly 
describes what it was. Mr. Ryan suggested that there was some British Columbia 
timber advertised, and he suggested it might be a good thing to bid for it, He 


— 
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said if I would supply $3,000 he would look after it. We put in a bid and it was 
not accepted; there were some a good deal higher than we were, and the money 


. was returned to me. 


Q. What about the date? A. The 18th January, 1907. 

Q. Let me see the cheque? A. (Mr. Scott produces cheque and hands to 
Mr. Hodgins). 

Q. Yes, that appears to bear out the entry. Can you tell us about the return? 
A. Yes, it was returned in different items: February 1st, $2,050 was returned. 
Then shortly after that $350 was returned, and then $400 returned. May 17th 
$200 was returned; June Ist, $400, and $500— 

Q. lt was all in 1907? A. Yes; there is $100 that has not been returned 
vet. There was some arrangement by which Mr. Ryan got $1,000 of it re-loaned ; 
that is the reason why it has not all been returned. 

Q. It looks from the entries here as if on the 22nd January he had got $2,000 
of it-back? A. I have it entered here 1st February; very probably it was that time. 

-Q. ‘There is a cheque in his account dated January 22nd? <A. Yes, it is 
not entered here till February 1st. 

Q. You did get that and you made an arrangement to re-loan him the 
$1,000? Yes. | 

Q. Those were British Columbia timber limits? A. Yes. 

@. Were those limits he was selling? A. No, it was some the Government 
were advertising, and he thought there might be a good chance for speculation. 


PETER RYAN, Recalled : 


Mr. Hopeins: You promised to make some investigation when we were last 
here into why you were in Ottawa at the time and so on? A. Yes. 

Have you anything more you want to say? A. Yes, I was in Ottawa 
on the 28th Nevember, 1906, conducting timber limits sale at the Russell House 
of the Manawan Timber limits, Province of Quebec. Is there anything further. 

Q. I just want to know if you have anything further to say in addition to 
your evidence of the other day that has occurred to you? A. No, there cannot 
be anything where there is an absolute and positive blank, and an absolute and 
positive denial of any complicity in the thing. | 

Q. I was not alluding to that phase of it; you promised to make some in- 
quiries, you said you could not remember? <A. No. 

Q. I thought probably you should be called to have an opportunity of saying 
so? A. JI availed myself of it; I have not been idle. I immediately referred to 
my letter book, I also referred to other things that brought it to my recollection very 
clearly that it.was upon that day, because I got a letter from the Russell House at 
Ottawa giving me a list of the Toronto people who were present on that occasion and 
Mr. James Pearson, barrister of this city, accompanied me down that night inter- 
ested in the sale with me, and when I got the list of course it gave me very clearly 
the knowledge I was seeking » io the date of this sale. !4 will be found in the 
Canadian Lumberman, or in the Ottawa Journal you wil]. fina it a day or two before 
that, if Mr. Thompson will inquire when he is dow» “‘aere, as I understand this 
Commission meets to-morrow there, you will find I was there upon that business. 

Q. Did you find out how long you stayed there? A. I only stayed there 
that day, the 28th; I returned home as I stated on the night of the 28th. 

Q. You have a distinct recollection of that? A. No, I cannot have. 

Q. Why do you say so? A. Because a telegram from Oltewa, and the 


searching of the register of the hotel tells me that I left that night. [ 4/4 give you 
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the letter. Just indicate what in the searching of the hotel register would indicate 
you left that night? A. Because I had not a room; I always stay at the Russell 
House. i 

Q. And take a room there when you stay? . A. No, I have not stayed more 
than two nights in twenty years, but if I did stay I would stay there; never stayed 
anywhere else. You would not expect me to carry in my memory very clearly 
whether I stayed there or did not stay. 

Q. No, I do not; I just want to find out what you have recollected or been 
able to find out since; because you naturally could not be very clear about it then, 
and I thought you might have found out something about it smce? A. No, but 
as you are going to Ottawa to-morrow you will be able to find the register; it has 
been exhumed. 

Q. I understand that; we have subpcenaed Mr. Mulligan, but I cannot ask 
him just now? <A. You will find his statement corroborates mine. 

Q. Who were you selling timber limits for? A. For myself. 

Q. You say Mr. Pearson was interested? A. Yes; but permit me to remark 
to you that that has ho bearing whatever upon this subject before the Commission. I 
suppose I am not expected to account for every act and every word I said and every ~ 
act I did. 

Q. I have no objection if you do not desire to answer the question? <A. I 
am glad to answer anything that is pertinent, but I cannot be expected to remember 
everything that I did then. 

Q. Your recollection of that entry in your Home Bank Account which you 
have been kind enough to furnish me with accords with Mr. Scott’s evidence? A. 
Yes. . 

Q. Was the repayment as he described, the $2,050? A. I do not know, I 
have no ledger; it is altogether memory with me. I will venture to say that Mr. 
Scott’s statement is accurate. 

Q. Yes, it appears to be. Your Farmers Bank account—you kept an account 
there? A. Yes. 

Q. Shows a cheque about the ist of February of $2,050; did you keep an 
account in several banks at that time? A. You have them all there before you. 

Q. These books I have before me indicate the bank accounts; the Sovereign 
Bank, Farmers’ Bank, Bank of Montreal, and Home Bank? A. Yes, in fact, 
Mr. Hodgins, I only remembered when I was in bed about the Home Bank; I was 
so desirous of furnishing you all the information that I went there and they very 
kindly made me up a statement as I had no book. The book had been destroyed and 
the cheques and everything else that I thought would not be of the slightest interest 
to me. I remembered having got that $3,000 from Mr. Scott and for that purpose. 

Mr. Commisstoner: Did you offer the limits for sale at Ottawa? A. Yes 

Q. At what hour? A. The afternoon I think. 

Q. Where? <A. At the Russel House. 

Q. When was it that you saw Travers and what hour? A. I could not say. 

Q. Was it before or after the sale? A. Ido not know. 

Mr. Hopcins: You failed to sell? A. Yes. 

Q. You supplied me with quite a number of letters showing you did tender 
ins January? <A. - Yes: 

Q. Were you able to ascertain the figures at which you put in a tender? A. 
No, but I wrote on July 8th and I think you have a press copy of my letter to the 
Department asking them to send me a full copy of my tender, they have not done 
so. I presume they have been on their holidays. I have got no information from 
them; and I will be very glad if you or Mr. Thompson will call at the Department 
of the Interior to-morrow and get copies. 

Q. You asked me to subpoena several gentlemen here? A. Yes. 

\ Q. That is the members of the old Board that Mr. Travers mieniianed 3 as 
Possibly having suggested to him? A. Yes. 


\ 
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Q. Ihave done so? A. I thank you. 

Q. And I propose to call them, but I would just as soon call them one by one 
and ask the others in the meantime to retire? A. V ery well. 

Mr. Lown, Dr. Beattie Nesbitt, J. W. Lindsay retired; Mr. J. R. Stratton 
could not be present till later. 


WILLIAM H. HUNTER, Recalled: 


Mr. Hopeins: You have been already examined, and I think you said you 
went down with Travers to Ottawa? A. Yes. 

And that you returned? A. Yes. 

OQ) Before he did?! <A. Yes: 

Q. The day you were in Ottawa I think was the 28th? A. Yes. 

Q. You were there only the oneday? A. Just the one day. 

Q. Did you meet Peter Ryan there? A. I have no recollection of doing 


That is as far as you can go? A. Yes. Mr. Ryan called on me and 
asked me if I recollected, and I was unable to recollect it. 

Q. Mr. Travers has said this: “Before going to Ottawa I was told by a 
party, I do not remember who it was, I do not wish ‘to be pressed on that point, I 
do not know whether it was Dr. Nesbitt or Mr. Lindsay or Mr. Lown or Mr. Stratton 
or whom, I cannot say, that I had better take $3,000 with me and give it to Mr. 
Ryan”. Mr. Ryan has asked me to subpcena you and I presume for the purpose 


of asking you whether you made any suggestion of that kind? A. Not at all, I 


had no knowledge of the $3,000 matter until this came out after the bank’s failure. 

Q. Tell me, when you came back apparently you went in and saw Mr. Fitz- 
gibbon and you asked him to send down three cheques to Travers?’ A. Yes. 

Q. You no doubt had some conversation with Travers about the cheques? 
Bey es: 

Q. He says that he went down without the $3,000 and so on, what was Travers’ 


reason for wanting cheques sent down? A. I think I said before on that point, 


he told me he was going to be there longer than he expected, that he thought he 
would go down to Montreal to make some arrangement about a lease; there was a 
mix-up over a building that had been taken by a canvassing agent; also to arrange 
about redemption of bank currency; and he did not know how long he would be 
away and he asked me to have some cheques sent down to him; that was the whole 
conversation as I recollect it. 

Q. And did he say anything to you about Peter Ryan while he was in Ottawa ? 
A. I do not recollect his mentioning Peter Ryan at all. 

2. Did you meet any one else down there in connection with the bank certifi- 


cate? A. Yes, I met Mr. Ross, the chief clerk, we called on. 


Q. Did you meet any one else connected w ith either the Department or Parlia- 
ment, any one who would have any influence in a matter of that kind? A. No, 
T met no one. 

Q. Met nobody? <A. Nobody connected either with. Parliament or the 


Department. I did meet both Guthrie and Pringle in connection with Smith’s claim, 


but that was the only other parties I recollect meeting at all in connection with the 
business of the bank. d . 
Q. Did you go and see Mr. Boville when you were there? A. No, I think 


Mr. Ross was the only man we saw. 
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Q. When you came back here according to Mr. Fitzgibbon’s letter you read 
over the subscriptions, you say you do not think that is correct, that you looked at 
the book instead; Travers has since said that the actual subscriptions were sent 
down to him in Ottawa? A. I have said before that if they were I did not 
know it. f 

Q. He did not ask you to have them sent down when you left him? A. No. 

Mr. Commissionpr: Did you see Mr. Calvert when you were in Ottawa on 

that occasion? A. I don’t think I knew Mr. Calvert at all. 
: Q. Did you see him? <A. I certainly did not see him. | 

Q. What would Travers want with three cheques upon your explanation? A. 
I do not know sir; I think my evidence was before— 

Q. What would he want two or three if it was simply to pay his expenses of 
moving about? A. That I know nothing of I might suggest if he had a settle- 
ment to make on the question of that lease in Montreal he would need one. 

Mr. Hopetns: It has just occurred to me there are a couple of matters, that 
while you are here I would like to ask you about them; there was a note which was 
spoken of, I think the name was Elliott, in connection with some defalcation 
connected with the bank in one of its outlying branches, and the amount appears 
to have been returned or disposed of by getting a note from I think a man named 
Elliott. Mr. Travers said he did not know who Elliott was, that it was a matter in 
your hands and it was sent over from your office; do you recollect the circumstances ? 
A. No, I cannot place it. 

Q. Do you remember the fact that up north somewhere the bank lost a con- 
siderable amount of money—McCallum? A. McCallum was in the Toronto 
branch, not up north. : 

Q. You do remember about him? A. J remember McCallum, because there 
was a prosecution there. 

Q. Do you remember afterwards having a suit or taking any steps to collect 
the amount? A. No, I do not think there were any such steps taken. 

Q. Mr. Travers says the note came from your office. 

Mr. Travers: You are on the wrong track; itis Tamlin. A. That was 
not an officer of the bank. 

Mr. Travers: No. <A. That was.a customer of the bank. There was a 
suggestion there that Mr. Tamlin had discounted some forged paper— 

Mr. Hoperns: We are not interested in the charge itself; you remember the © 
circumstance? <A. Yes. 

Q. Do you remember it was afterwards settled in some way through your 
office? A. Yes, that was settled through my office; a brother-in-law of his came 
down from London and made some settlement. 

Q. What was his name? A. That I have forgotten. 

Q. How does this note come into existence; the note was for a large amount, 
nothing ever was paid, nobody ever knew who the maker was, and Mr. Travers says 
it came through your office?’ “ A. It may have been given by the brother-in-law, 
produced by him. 

Q. Could you find out? <A. I think I could. 

Q. When the bank failed were you connected with a Graphite Company? A. 
Yes. 

Q. A stockholder—and had you made yourself liable to the bank in connection 
with this debt? A. No. 

Q. Were youa director? <A. Yes. 

Q. In round numbers how much did the bank advance to that concern? A. 
They had a stock interest along with a bond interest as [ remember, it amounted to 
$30,000; there was an overdraft of about $50,000. 

Q. What was the extent of your interest in the company? <A. Financially? 

. Yes? A. I had, including moneys that I had advanced after the failure, 
about $18,000 in the company. 
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Q. After the failure of the bank? A. And before; the property was oper- 
ated under lease; I supplied the money. 

Q. Was it a close corporation? A. It was intended to be a preliminary 
company to a public flotation. 

Q. Who was interested in it besides yourself? A. The bank was interested, 
Mr. Brumell was interested. 

Q. What do you mean by the bank was interested? A. They held a portion 
of the stock as a bonus with the bonds. 

Q. Who got up the company and got the bank moneys advanced? A. I fancy 
I had the most to do with that. ; 

Q. Has that ever been made good? A. We are still working on it. 

Q. Was Mr. Travers interested init? A. He had no personal interest in it. 

Q. Who was interested on behalf of the bank in the formation of the com- 
pany? A. ‘There was some stock stood in Travers’ name as manager in trust. 

Q. Did you get it up entirely yourself or in collaboration with anybody else? 
A. Mr. Travers knew the steps under which [I was getting it up. 

Q. Did you have any one else connected with you getting it up? <A. Mr. 
Brumell the man who had the properties and process. ; 

Q. And you got it up, put some stock in Travers’ name and got the bank 
to advance? <A. Yes. 

Q. On the bonds? A. Yes. 

Q. And out of those I suppose Brumell was paid? A. No, he got no money 
out of it. . 

Q. Did he get any money out of it? A. No one got any money out of it, 
it was all expended in the development of the property. 

Q. Did Brumell put in the property for nothing? A. That particular, the 
last property was purchased by the company from Sparks of Ottawa; part of the 
money of the bank went into the purchase price. 

Q. I thought you said Brumell had the property? A. Yes, he had the con- 
trol of the property. 
|  Q. Had he the title to it or merely an option? A. He had some agreement 
with Sparks. 

Q. Did he turn it over to the company at an advance? <A. No, no advance, 
no profit of any kind made. | 

Q. So far as you know? A. JI know all about it; I know there was no 
profit. 

Q. He carried through the purchase from Sparks? A. Yes. 

Q. How much was paid to him? A. $5,000 on account and a mortgage 
given back for the balance. 

Q. Has that been paid? A. No, it is still on it. 

Q. All the money you say was expended in development? <A. Yes; the mill 
had to be refitted and the property re-opened. 

Q. Who looked after the bank’s interests in the matter in getting responsible 
parties on the loan? A. Mr. Travers I presume. 

Q. Were you ever asked to become liable? A. No. 

Q. Was Brumell? <A. No. 

Q. How soon after the bank started did the company get advances from the 
bank? A. I think that would be the fall of 1909 or the summer of 1909. 
| Mr. CoMMISSIONER: I do not understand about these bonds, what bonds was 
it that the bank had? A. The bonds of the Graphite Company. 

Q. An incorporated company? <A. Yes. 

Q. What bond issue was there? A. There was a bond issue of $100,000. 

Q. What became of those bonds? A. The bonds were pledged to the bank. 

Q. For what? A. For the advances. 

Q. For all the advances? A. They originally had $25,000 or $30,000 of 
bonds by direct purchase; the rest of them were pleted. 
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Q. What did they buy the $25,000 of bonds at? A. Par. 

Q. What became of the money? A. The money went into the property in 
the re-fitting of the mill and the operation of the property. 

Q. Who was the solicitor of the bank at this time? A. I was solicitor of 
the bank. 

Q. Were you ever personally answerable for the debt before the corporation 
was formed? A. I may have been for part of it; I think I was one one note for 
$5,000. : 

Q. Who was on the rest of it? A. I think Mr. Brumell. 

Q. What did that rest consist of, how much? A. It may have been $15,000. 

Q. Who was Mr. Brumell? A. A mining engineer in the Province of 
Quebec. 

Q. Aman of any means? <A. He has some means I think. 

Q. Worth anything? A. I think so. 

Q. You did not answer Mr. Hodgins’ question as to whether the liability to 
the bank has been settled? A. The liability is still’ outstanding. 

Q. How much is it? A. I think it is about $80,000 including the amount 
of the bonds. 


ALEXANDER 8. LOWN, Recalled: 


Mr. Hopeins: What do you know about this $3,000? A. Nothing. 

Q. Did you have any talk with Travers before you went to Ottawa? <A. I 
may have. 

Q. About getting the certificate through? A. I cannot remember; I do 
not remember of any conversation. 

Q. Do you know Mr. Peter Ryan?. A. I know him by sight; I have never 
spoken to Mr. Ryan in my life; I know him by sight. | 

Q. You had known him in 1906? A. I knew him by. sight. 

Q. Was it your idea that there would be any difficulty in getting the certifi- 
cate? A. I did not know of any. 

Q. They turned it all over to Travers and if there was a difficulty he was to 
surmountit? <A. Yes. 

Q. When did your office as provisional director cease? A. It ceased on 
the day of the holding of that meeting, the 26th November. 

Q. As a matter of fact it did not actually cease then, you continued to act? 
A. There was nothing done after that. 

Q. You knew when Travers left for Ottawa I suppose? A. I do not re- 
member seeing Mr. Travers between the time he left for Ottawa and the holding 
of that meeting. 

Q. You had had some experience with political difficulties in ieee had not 
oa A. I had been down several times in connection with various renewals of 
the Acts. 

Q. And you had experienced difficulties from time to time getting renewals? 
A. Not very serious difficulties. - 

Q. You had quite a serious difficulty the last time? A. I do not think so; 
I was down there several days. 

Q. You got Mr. Calvert to take charge of the Bill, didn’t you; you can- 
vassed the Committee thoroughly? A. Both myself and Mr. Urquhart were down 
there; I canvassed a number of the Committee myself. 

Q. Don’t you remember telegraphing triumphantly that the committee had 
turned down Mr. Fielding? A. Ido not remember anything about that. 
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€). You remember there was difficulty? A. More difficulty I think with the 
first renewal than there was the last, if | remember right. 

Q. Travers says that somebody suggested that he had better grease the wheels 
in Ottawa? <A. 1 did not suggest it. 

Q. Did you suggest anything of the kind? <A. No. 

@. Have you any distant recollection of any conversation? <A, I have no— 

@. You are not likely to have left him altogether on the 26th .November— 
if Travers was going down in a day or so to get the certificate on which depended 
your share of the additional $10,000? A, The matter was entirely left in Mr. 
Travers’ hands. 

Q. You would not drop out so completely as to have no interest in the mat- 
ter? A. We certainly had an interest in it. 

Q. Then he said somebody, he gives the names of four, he does not say 
which, suggested to him he had better take down some money? A. It was not I 
suggested it 

Q. Did you make any suggestion to him? A. No, not on that—not that 
IT remember of. 

Q. You were going to say not on that line? A. Yes, I was going to say 
that. ; 

Q. What was the line you followed? <A. I have no recollection of ever dis- 
cussing what he would do down there. Mr. Travers appeared to be perfectly sure 
and perfectly able to take care of himself. 

Q. There are just four people named, Dr. Nesbitt, Mr. Lindsay, Mr. Lown 
and Mr. Stratton; he mentions the four as having suggested taking $3,000 down 
there and giving it to Mr. Ryan? <A. I did not suggest it, and I never heard of 
any of the others suggesting it. 

Q. What suggestion did you make? <A. I do not remember making any 
suggestion. 

Q. You had had a good deal of experience in Ottawa, as I understand it, 
over these extensions of time; you are very likely to have had some talk with 
Travers about haw you have Se uried your difficulties and how he could sur- 
mount his? A. We surmounted our aificulty by personally seeing the mem- 
bers; that is the only way we did ; we never used any money or anything of that 
sort. 

Q. Do you say you made no suggestion of that kind? A. I made no sug- 

gestion of that kind, not that I can recollect. 
; Mr. ComMissionEr: Did you tell Travers you had had to use money in con- 
nection with the renewal of the charter? A. No, I never did. 

Q. Have you ever been able to find out about that money you got, the $560; 
do you know what it was for now? A. I do not know anything more about it 
than before; the money was paid in small amounts; it was mostly used by me for 
travelling expenses; it was out of pocket expenses as far as I can recollect. 

Q. That is all you know about it? A. That is all that I can recollect 
about it. 


W. J. LINDSAY, Recalled: 


\* Mr. Hopeins: You had succeeded in getting rid of the difficulty over what 
is known as the Laidlaw subscriptions? A. Yes. 
Q. %In October? A. I presume it was about that time. 
Q. You knew it was money that had been raised by Travers? A. I do 
not know anything about that; the money was placed to my credit; I don’t know 
where it came from. 
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Q. You did that for the sake of getting the thing through quietly? <A. I 
was asked to do it. 

Q. In removing opposition? A. I was asked by the solicitor to do it. 

Oy ADI VOU GIG It). wearers 

Q. You acted on the solicitor’s requests without caring one way or the other 
whether it went through or not; is that the attitude you take, that you were per- 
fectly indifferent as to whether you would ever get a cent of commission if the 
bank did not go on, or were you vitally interested in it? A. It was not as a 
matter of commissions I was interested in it, it was a matter of business. 

Q. They are somewhat similar in this case; do you take the attitude you 
did not care whether the certificate was got or not? <A. I do not think I ever 
thought of commissions; I was called in and asked if I would do so and so; I 
afterwards put in my bill for the work done. 

Q. And without thought of your commissions you did it; well, we need not 
go into that any more. Travers has named a group of men, all of whom were 
interested at that time, according to my view, some one of them having suggested 
to him that he had better pay some money in Ottawa; are you the one that made 
the suggestion? A. No, sir; I noticed that in the paper. As far as Peter Ryan 
is concerned, J did not know whether Peter Ryan was black or white. 

Q. You do not pretend to be such a child as to not know Peter Ryan? A. 
I had never met Peter Ryan. 

Q. You knew who he was? A. I do not recollect that I did; I am not 
a Toronto man. 

Q. You say you did not know anything about Mr. Peter Ryan’s position ? 
A. No, I did not even know he was a registrar. 

Q. Where have you been living? <A. In Western Ontario. 

Qe -aMilton 25° A7 ONo: 

Q. In Western Ontario; you could hardly have suggested his name to Mr. 
Travers? <A. No, I did not. 

Q. He says, Dr. Nesbitt or Mr. Lindsay—that is you? A. Yes, I presume 
50. @ 

Q. Mr. Lown or Mr. Stratton, he cannot say whom, suggested that he should 
take down some money? A. If he had mentioned some more it would have 
been a still larger group. 

Q. Had you any conversation with him? A. No, sir. 

Q. Before he went down? <A. No, sir. 

Q. Or when he came back? <A. I do not know that I had; I do not think 
I was in the city. Let me tell you I was absent for a month, I was in Montreal 
and in Ottawa, and got a telegram from New York from Major Currie, and I went 
down, and I came back through with Mr. Harry Corby, and I had all this data 
where I was at this particular time, and I was not in the city. 

Q. Within six days after the granting of the certificate you got $10,000, so 
that you cannot assume you were so absolutely indifferent? A. I came back a 
few days before the organization meeting. 

Q. That is before the 26th November? <A. Yes. 

Q. And you were paid your cheque on the 6th December; you do not hea 
to say you were away between those two dates? A. No, but I was away prior to 
that, at the time he would be going to Ottawa. 

Q. He went on the 27th and you came back on the 26th November, so that 
you had every opportunity of speaking to him; do you mean to say you did not 
speak to him? A. I did not. 

Q. A distinct recollection of that? A. I would have a recollection if } 
had done so. 


Q. I am asking you if you did? <A. I did not. 


eS eee 
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Q. You have a distinct recollection? A. I am absolutely sure I did not 
mention Peter Ryan’s name because I could not. 

@. Had you a conversation with him? A. Not on that matter; I may 
have had a conversation, but I do not remember any conversation, but I certainly 
know I could not mention Mr. Peter Ryan’s name because I had not the pleasure 
of his acquaintance. 

Q. But you knew the usefulness of money, because you had just been using 
it to buy these people off? A. It was not a matter of buying off, it was a matter 
of giving them what was coming to them. 

Q. You were familiar with the use of money? A. It was just the same as 
though you had asked me to go out and do a certain work and IJ said I would try 
and do it. 

Q. Did you make any suggestion as to the value of the use of money in 
smoothing things out in Ottawa? <A. I did not. 

Q. Is Travers mistaken? A. When you hear what I say— 

Q. Is he mistaken? A. Absolutely, as oe as I am concerned. 

Q. Can you account for his naming you? A. No, I cannot account for 
that, nor I cannot account for many of his actions in the last four or five years 
either. 

Mr. CoMMISSIONER: I would like to understand exactly what your position 


is; do you want to give the Commission to understand that you took no interest 


at all except merely employed to go out and arrange with these stockholders at 
Milton? <A. I took the same interest in doing it that as I did in the placing of 
the stock. 

_ Q. Please answer, did you feel you had any personal peters: in the matter? 
A. I felt I would like to see the bank eo through. 

Q. Answer my question? A. I was personally interested in the matter of 
commissions in connection with the bank. 

Q. Did you not know that the effect of the success of the Laidlaw suit would 
be to prevent the bank going into operation, did not you hear that? A. I knew 
for a positive fact it would not go into operation if he succeeded. 

Q. What would have been the result upon your claim for commissions? A. 
i felt when my work was done in placing stock at any time that my commissions 
were due and, payable. 

Q. Payable by whom? <A. By the organization or the parties that had 
made the contract with me; at the same time— : 

Q. You felt no interest then in getting the bank started? A. I was quite 
anxious to see it started, and quite anxious— - 

Q. I do not mean sympathetic, I mean a personal interest? A. Yes, a 
personal interest. 

5. You were personally interested also in getting the certificate, were not 
you? <A. I did not know there had to be a certificate got. 

Q. Never heard that? A. No, did not know anything at all, only the 
charter. ; 

QQ ' When “did you first hear that? ° A.- In fact: I think, it was’ after the 
bank suspended. | 


DR. WILLIAM BEATTIE NESBITT, Recalled : 


Mr. H. H. Dewart, K.C. was present during Dr. Nesbitt’s examination. 
Mr. Hopetns: Your name has been mentioned by Mr. Travers as one of the 
four that had a discussion with him before he went down to Ottawa to get the cer- 
tificate; you see you had been elected as a director and I think as president, on the 
26th Nov ember, I assume you were naturally interested in what Travers was to do, 
that is to get the bank started; am I right in that? A. In what? 
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Q. That you were interested in what Travers was to do in the way of getting 
the bank started? A. Mr. Travers informed me as I told you before that he had 
complied with all the requirements necessary, and the issuing of the certificate was 
simply a matter of form; that is all 1 know about it. a 

Q. Did you believe that? A. I believed that absolutely; I had no reason 
for believing anything else. 

Q. You knew that had to be granted by the Government? <A. Yes. 

Do you say you thought absolutely it was a mere matter of form? A. 
Under the Act, as he showed it to me, he had to have so much money paid in and 
so much stock subscribed, and he had done that. Well, then as I understood it 
went through as a matter of form after that. 

Q. You and he discussed his having complied with the Bank Act? A. He 
simply mentioned that. 

Q. You said he showed you the Act? A. I did not mean he showed me 
the Act, but he said the Act required that there should be so much paid up and so 
much subscribed, and then when this was done they applied to the Government for 
their certificate and the certificate was granted as a matter of form. 

Q. What was the occasion of your conversation about the requirements of the | 
Bank Act? A. There was no occasion for the conversation about the require- 
ments of the Bank Act; it was after the meeting and I do not remember very 
clearly, if was after the meeting, and he was going down to Ottawa to apply for 
his certificate, and I mentioned, as any one might, that he had complied with the 
requirements, and he was going to get his certificate. 

Q. Did not you discuss that before the meeting when you were elected 
president? A. JI cannot remember what little discussion we had before the 
meeting. 

Q. J asked you whether you did discuss what he had done towards getting 
the bank organized before you accepted the presidency? A. He told me he had 
got his money, he had arranged, his money had been paid in, the amount that he ~ 
required, and he had got the necessary stock subscriptions; that is as far as I know. 

Q. What was the reason for that discussion, that conversation? A. What 
would be the normal reason? He wanted me to become president of the bank and 
he told me the position he had his affairs in, when he asked me to become president. 

Q. You becoming president would want to know? A. I did not want to 
know; he wanted me to be president and he told me. 

Q. You said you did not want to know? <A. It does not follow in the way 
you put it. ~ 

Q. Do you mean to say he volunteered the information and you did not 
seek it; is that fair way of putting it? <A. Yes. 

Q. Did you investigate further, did you ask to see a verification of that? A. 
I cannot remember what occurred now. 

Q. You say you thought it was a matter of form if he had complied with 
those conditions? A. Yes, 

Q. Was time of any importance? A. I do not remember anything about 
that at all; I have not the slightest recollection about the thing having to be done 
in a certain time or not. 

Q. You said it would follow as a matter of course; I suppose you know that 
sometimes the wheels of the Department run pretty slowly? A. I do not know. 
Q. Did you never experience that? A. No, I cannot say that I did. 

Q. Always ran pretty fast where you were concerned? A. Of course; the 
Conservatives do things much more promptly I have considered than the Liberals. 

Q. It is quite likely you might have had some fear that Travers would meet 
with delay in Ottawa at that time? A. I did not think about it at all. 


Q. Strange to say in this case I do not think any one could have acted with 
more promptitude so that your viev would not be berne ont by this Pee case. 
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Did you make any suggestion to him before he went down as to how he should go 
about it? A. None whatever. 

Q. Leave that entirely to him? A. Certainly left to him, he knew about 
the banking business, I did not. 

Q. And the solicitor? A. ‘They knew about the banking business, I did 
not know anything about it; they knew what was requisite, I did not know any- 
thing about it. 

Q. Getting it through did you not make any suggestion as to what would 
help it through? A. I had no reason for making such a suggestion. 

Q. Did you? <A. I certainly did not. 

Q. Is he wrong in speaking of some one of four, yourself, Mr. Lindsay, Mr. 
Lown and Mr. Stratton who suggested the use of money ? A. He is absolutely 
wrong as far as I am concerned, because I would not make such a suggestion under 
any circumstances. I have been in public life all my life, and I never did a thing 
that I thought was wrong, and I certainly would not start with Mr. Travers or 
anybody else. 

Q. Did you know Peter Ryan? A. I was Registrar of West Toronto; Mr. 
Ryan was a Roman Catholic appointed by the Grit Government; I was an Orange- 
man appointed by the Tory Government; that is as far as I knew him. 

Q. It does not tell me anything? A. I was in Mr. Ryan’s office once that 
IT remember of in my life, and that was shortly after I was appointed; he took me 
up and showed me around his office, and his engravings—he has some very hand- 
scme engravings there. I always had a high regard for Mr. Ryan as a citizen, and 
1 knew him as I knew thousands of more men in Toronto. 

Q. You knew what Mr. Ryan’s position was? <A. I could hardly avoid it. 

Q. Did Travers ever tell you when he got back anything about how he had 
got it through? A. I never remember Mr. Travers mentioning Mr. Ryan’s name 
in any manner, shape or form in connection with the bank. 

Q. Did he tell you how he had got it through? A. No; I understood he 
had things in perfect shape and he was very successful. 

Q. When he came back? A. When he came back. 

Q. As president, when he came back I should think you would be the one 
who would want to know? A. When he came back he told me he had got his 
certificate, that he had things in perfect shape; and as he said before he went down 
he did not think there would be any difficulty about it, and he had practically no 
difficulty at all. And as I understood he said it was a lot of red tape, it was not 
the way you run a bank, the way they run a Government. 

Q. He said a lot of red tape? A. It seemed to him a lot of red tape; they 
ran a Government differently from the way they ran a bank. 

Q. I suppose on that point his opinion would not be of very much value, but 
it was expressed to you at that time? A. Yes, I remember something to "that 
effect. 


Mr. Hopeins: Mr. Stratton is to be here at a quarter past twelve. Is there 
any one here you wish to ask to be called, Mr. Ryan? 

Mr. Ryan: Mr. Atlas I understood you would call. I do not know him, but 
1 asked you to call him because I understood he had some testimony to give. 

Mr. Hoperns: You asked for Mr. Calvert who will give evidence later on, 
and for Dr. Beattie Nesbitt, and Mr. Lindsay, Mr. Lown, and Hon. J. R. 
Stratton and W. H. Hunter. 

Mr. Ryan: Yes, I just wanted to have a house cleaning at once as far as I 
was concerned. 

Mr. Hopeins: I will call Mr. Fitzgibbon. 
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JAMES G. FITZGIBBON, Recalled by— 


Mr. Hopeins: When you sent the cheques down to Mr. Travers in Ottawa 
on the 29th November, 1906, did you take them out of the bank cheque book? A. 
I do not know whether I did or asked Mr. Shaver to tear them out. I certainly 
sent them down. 

Q. What bank were they on? A. The Traders Bank in Toronto. 

Q. This stub book has not been put in; are those the stubs of the Traders 
Bank cheques up to the time the account was closed? A. Yes, sir. | 

ExHIbBiIt 90: Stubs of Traders Bank cheque book. 

Q. You either took the blank cheques out yourself or got untae from Mr. 
Shaver? A. Yes, who had the custody of them. 

Q. When was the balance drawn out, do you happen to recollect, finally? A. 
I cannot tell from memory; I can tell from the stub here, that the last cheque 
payable to the Union Bank was on January 3rd, 1906, it is marked here, but it 
should be 190%. 

Q. What was the amount of it, would that indicate that the balance was 
drawn? <A. On the 21st December the then apparent balance was drawn out. 

Q. How much? <A. $74,579.53 was drawn out on the 21st, and January 
drd, $264.16 which probably was the interest up to the 31st of December on that 
account. 

Q. On the 31st December, 1906, practically all the money would have been 
drawn out? A. Yes. 

Q. When these three blank cheques were taken ott and sent down by you, 
they must have been regarded by you as outstanding unless accounted for? A. 
Yes, we left space in. the cash book to write them in when’we were advised by Mr. 
Travers what they were drawn up for. 
Q. Was that cheque book under your control? A. No, sir. 

Q. Whose? A. Mr. Shaver had the custody of it. 

Q. Had you the signing of the cheques? A. No, sir. 

Q. You never signed any of those Traders Bank cheques? A. No. 

Q. Who signed those? A. Mr. Travers. 

Q. Space was left then in the books to account for those three cheques? A. 
Q 

Q 

Q 

d 


Look at the stubs there, you notice Pringle & Guthrie’s? A. Yes. 
Was that ever entered up? A. Yes. 
What about the other two cheques? A. ‘The next one is marked can- 


Q. I am not speaking of the stub, «what about those other two cheques, were 
they entered up? A. I could not say. 

Q. As accountant you would certainly want to know, would not you? A. 
The books were written, up at the end of the month; when ‘Mr. Travers came back, 
these cheques were I presume returned, the two unused ones were returned and 
used subsequently. 

Q. Why do you presume anything about it? <A. I do not know. 

Q. If there was a $3,000 cheque outstanding that Travers knew about, if it 
was one of those cheques it would be a cheque on the Traders Bank? A. Yes. | 

Q. Where would it be presented when he wanted payment of it? A. At 
the Traders Bank. 

Q. Were you shown that there was any cheque outstanding. <A. No. 

Q. Who directed the transfer on the 21st December to the Union Bank of 
all the money available? A. Mr. Travers. 

Q. There was no such sum as $38,000 left in the Traders Bank? A. Not 
after the 31st December. 
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Q. What would happen to any holder of that $3,000 cheque, what would 
happen to it if they presented it to the Traders Bank? A. It would probably be 
refused by the Traders Bank, no funds. 

Q. And protested, I suppose? A. Very probably. 

Q. Did you make inquiries from Travers when that transfer was made to the 
Union Bank, as to whether all the cheques had come in? A. No, sir, I presumed 
that they are all marked off here, and the check mark that they had been checked 
and posted. 

Q. You presumed that, but as accountant the Traders Bank was the sole 
account you had at that time? A. Mr. Shaver had entire charge of the cash 
book and the drawing out of these cheques. 

Q. The writing of them? A. He kept the books and checked off the bank 
balances. e 

Q. What on earth were you doing? - A. I was busy ordering stationery and 
the outfit for the bank, it had to be done in the month. 

Q. Were you paying no attention to what was being done with the cash on 
deposit? A. I would certainly have known if there was a $3,000 cheque out- 
standing if we had been advised to write it on the stub. 

Q. Was it not any part of your duty when the balance was taken out to 
ascertain if all the cheques were provided for? A. All the cheques we had a 
record of were provided for. | 

Q. How do youknow? A. By the stubs, and the cash book was written up 
from those. 

_Q. Did you know that they were all provided for? A. JI knew from 
hearsay from Mr. Shaver that he had checked them off, and the balance in our 
books agreed, from the posting of these stubs, agreed with the balance as shown 
by the Traders Bank books. 

Q. You felt you should know it? A. Yes. 

Q. And you did inquire from Shaver? A. Yes; the books balanced. 

Q. And if a cheque had been presented at the Traders Bank the account. was 
closed, and refused, and a Farmers Bank cheque, it would have looked pretty bad 


just at that juncture ? A. Yes, it certainly would. 
Did you ever hear anything eo that cheque that Travers says was pre- 
sented at the Farmers Bank? A. No, I know absolutely nothing about it. 


Q. The Farmers Bank was in ae Bee in January, 1907? A. Yes, we 
opened on the 2nd January. 

Q. If a cheque signed by the Farmers Bank, per Travers, general manager, 
came in from outside and was carried into the bank by somebody—? A. Drawn 
on the Farmers Bank ? 

Q. Assume he had changed one of these Traders Bank cheques and made it 
a cheque on the Farmers Bank according to his evidence as I recollect it, he would 
sign it Farmers Bank or W. R. Travers manager, so that it would be drawn from 
the funds of the Farmers Bank, what would become of that cheque if it came in, 
whom would it go to? A. It would be presented to the paying teller in the 
office downstairs. 

Q. Who was the paying teller? _ A. I think it was Mr. Borrowman, I am 
- not sure. 

Q. It would be a head office disbursement? A. Yes. 

Q. It would come to you? A. Yes, through the Toronto branch next day. 

Q. It would come to you before that, would not it? A. No. 

Q. At that time the bank was in operation and this was practically a head 
office cheque? A. Yes.. 

Q. There would be no head office account in the Toronto branch? A. All 
the head office disbursements paid out by the Toronto branch are charged to the 
head office and advised to us. 
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Q. I want to know whether there was any account in the teller’s ledger 
headed “ head office”? which would have a balance in it to which we would charge 
head office cheques? A. Certainly there would be a head office account in the 
Toronto branch. 

Q. If a cheque of $3,000 came in would he have any option about paying it. 
- or would he make inquiries from anybody? A. I should not think he would 
need to. 

Q. If it came in by the hand of a messenger it would be an unusual thing, 
a cheque payable to Travers, manager, and endorsed by him, coming in from some 
man on the street who wanted the money for it, and should no inquiry be made? 
A. I say there ought to be. : 

Q. Was there any inquiry made from you? A. Not from me; I would not 
see it until after it had been paid and sent up oe next morning with the other 
head office disbursements. 

Q. You say no inquiry was made from you in January? <A. No. 

Q. When were the cheques, the Farmers Bank cheques themselves printed ? 
A. I could not say positively as to that; I ordered them the first or second week 
in December and they were not delivered until close on to the end of the month. 

Q. Would they be delivered after the 21st December, which appears to be 
the date at which the Union Bank got the money? A. I should say so. 

Q. Delivered after that? A. Yes. 

Q. Have you a positive recollection about that? No, but I know it was 
very late in the month because it took some time. 

Q. Any cheque issued previous to that, if issued on an account in which 
the Farmers Bank had money would be issued on the Traders Bank? <A. Yes, 
the Traders Bank up to the 21st of December, and after that up to the end of 
December and possibly running into January, on the Union Bank; the account 
was transferred to the Union Bank on the 21st December. 

Q. If drawn in November on the Farmers Bank it would have to be a changed 
cheque? <A. Yes, I should say so. 

Q. The cheque on its face would indicate that? A. Yes. 

Q. I do‘not see on any of those stubs there at that time any “C” or any- 
thing else? A. No, sir. 

Q. So that if any of those is the stub of this cheque, “C” was not put on 
the stub? A. Not that I know of; I do not see it bee I do not see even a 
cheque for $3,000 here on the Traders. 

Q. Do you remember a cheque for business premises, $3,000, in January? 
A. In January the cheques would be drawn on the Farmers Bank. 

Q. Do you remember a cheque for $3,000 in January charged to business 
premises? A. I do not recall it, but I dare say there was one; I could tell you 
from the stubs. ‘That would be signed by me. 

Q.- You spoke of a $6,000 cheque which you were directed to make out by 
Travers and you marked it on the stub, “ Account C”? A. Yes. 

Q. Did he tell you what “C” was for? <A. No, sir. 

Q. What did you understand it to be for? A. JI did not understand it to 
be anything. I simply carried out instructions. He said it was to be charged to 
his commissions and just mark it account “ C ”, so that he would be able to identify 
it, and if I remember rightly it-was charged up to commissions. 

Q. Did you investigate afterwards - find out what that $6,000 was used 
for’... <A. No, sir, 


Q. Never interested yourself? A. No. 

Q. Why not? <A. It was not my business. 

Q. You thought there was something suspicious about it? A. No, sir. 

Mr. Commissioner: If the cheque were drawn on the Traders Bank and 
presented at the Traders Bank after the account was closed, would it not be pro- 
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bable that there was a sensible man in the paying teller’s box, and he would refer 
the holder of the cheque to the Farmers Bank and say the account had been closed ? 
A. He might do that. 

Q. Supposing you had been there? A. I certainly would have done so. 

Q. If that had happened, what would have been done with the cheque in 
the ordinary course when it came to the bank? A. It would in that case, being 
presented to the Farmers Bank, drawn on the Traders Bank, the teller or the 
manager, whoever it was presented to, would naturally take it up to Mr. Travers 
for authority to pay it. 

Q. If Travers paid it out of the money he had there for the purpose of meet- 
ing it when it was presented, it would not go through the bank books at all? A. 
No. ee 

Q. Did you ever see that cheque yourself? A. Not that I know of. 

Q. You have not the slightest idea what did become of it? <A. No, I 
thought I. saw the cheque here in the early days of the Commission; I was shown 
a $3,000 cheque. 

Q. It has never been here to my knowledge. 

Mr. Hopegins: This $3,000 cheque, dated January 7th, 1907, is Exhibit 60, 
is that the cheque that you saw here? A. Yes. 

Q. That is what you were thinking of when you last spoke? A. Yes; I 
remember the figure on the back of it, but I thought it was on the Traders. 

Q. That cheque is signed by the Farmers Bank, Travers, General Manager, 
payable to himself and dated January 7th,1907? A. Yes. 

_ Q. And is endorsed by himself? A. Yes. | 

Q. Would what is on the back indicate that twenty bills of the denomina- 
tion of $100 and two $500-bills were paid out on that? A. Yes. 

Q. And that was accepted by the Union Bank and would the stamp on it 
indicate it was paid by the Union Bank or is that paid by the Farmers Bank? 
A. No, sir; it is paid by the Union Bank of Canada on the same day it was 
drawn. } 

Mr. COMMISSIONER: What was that charged to? 

Mr. Hopeins: Travers said it was charged to bank premises. 


~ 


JAMES R. STRATTON, Recalled : 


Mr. Hopocins: Mr. Travers, when last examined, made this statement: 
“ Before going to Ottawa I was told by a party, I do not remember who it was, 
T do not wish to be pressed on that point, I do not know whether it was Dr. Nesbitt 
or Mr. Lindsay or Mr. Lown or Mr. Stratton or whom, I cannot say, that I had 
better take $3,000 with me and give it to Mr. Ryan ”—this was before he went 
down to get the certificate, and he mentioned your name? A. I had no such 
conversation. 

. Had you any conversation with him? . A. None whatever. I swore 
the last time J had no conversation with any one with regard to the bank further 
than the advance made by the Trust Company. 

Q. You had a conversation with Travers when the $80,000 was being nego- 
tiated? A. Yes. 
Q. And the $20,000 as well? A. No, I was not there when that was made. 
Q. You at all events know about the matter, that the certificate had to be 
got, that that was his object in getting the money; the $80,000 was intended to 
complete the amount? A. The $80,000 was a loan to Mr. Travers. 


x 


652 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


Q. I am only indicating the purpose? A. I knew we were making the 
loan on the notes handled by Mr. ‘Travers, but what the purpose was I was not 
informed at that time what the loan was for. 

Q. Were you not informed what the loan was for? A. No. 

Q. Why did you sign a cheque making it payable to the Bank of Montreal? 
- A. JI had nothing to do with the signing of the cheque. 

Q. Do you mean to say he came to you and you did not ask what that 
$80,000 was for? A. Any discussion he had in the matter was with Mr. War- 
ren. J knew the loan was being made to Mr. Travers, and it was to be used in 
connection with the Farmers Bank, but how I was not informed. 

Q. Do you deny having that conversation with Mr. Hughes Charles, of 
Peterboro? A. I deny having it in the sense that Mr. Charles put on it. 

Q. You did discuss the loan? <A. Yes. 

Q. You did not discuss the amount that had been made out of air ae ee 
said the Trust Company made a loan. 

@. That was before the bank started? A. Just about the time. 

Q. Do you still say you did not know what he was getting the $80,000 for? 
A. I still say that I did not know he was obtaining the $80,000 to make a deposit 
with the Government; he and Mr. Warren had all the conversation with regard to 
it, and all I said to Mr. Warren was, if his security was all right, it was all right. 

Q. Did he discuss his security with you? A. He discussed that with Mr. 
Warren; my conversation with Mr. Travers and Mr. Warren was very short. 

Q. Did you know who Travers was? <A. Not till that time, never heard 
there was such a man in my life: 

Q. Did you hear he was getting up the Farmers Bank? <A. Not till he 
came in and spoke of it at the time. 

Q. He told you at that time? A. He said the money was for the purpose— 

Q. For the purpose of what? A. These notes had been given to the 
Farmers Bank and the Farmers Bank directors had endorsed them over to Mr. 
Travers; as I understood, the loan was a direct loan to Mr. Travers. 

Q. But you knew the object of it? A. The object was not discussed with 
me. 

Q. You knew it? A. I cannot say I did or did not, as there has been so 
much newspaper talk and so much about it since. 

Q. You generally want to know a little more about a loan than that? A. 
Not in a case of that kind where the security is ample. 

Q. You are not quite so easy as that? A. Sometimes you know you trust 
your general manager, the details of a transaction. 

Q. Did you have no talk with him at all after that? A. None whatever. 

Q. Never made a suggestion to him when you did have your talk that he 
might help things in Ottawa? A. Never used such an expression. 

Q. You know Mr. Peter Ryan? A. Yes, I know him pretty well. 

Q. Know his position? A. I do; I had no conversation with Mr. Ryan. 

Q. So that you would recollect if you had any conversation in which his 
name was mentioned? A. Sure. 

Q. Was there any such? A. None such. 

Q. Sure? <A. Positive of that. 

Mr. Ryan: Mr. Pearson is here, and he will corroborate about the sale at 
Ottawa; if anything is lacking there he can tell you. 

Mr. a I really “do not think he can make it clearer at all. One can 
never tell what comes up. 
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Mr. Hopeins: I think you are in a position to throw some light on when the 
Farmers Bank cheques were ordered and delivered? A. Yes. 

Q. If you can give me the information so that I can depend on it, I will be 
glad to have it? <A. In my efforts to clear everything up I have been fairly busy 
since, and amongst other places I went to Rolph & Clark, the engravers and litho- 
graphers, haying heard that the Farmers Bank cheques were engraved by them. I 
ascertained there—I am sorry the papers are locked up in my little box and I left 
my keys at home, but I can give you the dates. 

Q. What are the dates? A. They were ordered by the Farmers Bank on 
the 21st of November, 1906, and the first delivery of their cheques made on the 
31st December and the second delivery of cheques on the 2nd of January; the 
third delivery on the 15th of January. I have them all in my memory. 

-Q. That accords pretty well with what Mr. Fitzgibbon says? A. I think 
so, except Mr. Fitzgibbon cannot give you the particular dates and I have given 
them to you. 

Q. And that is from an inquiry at Rolph, Clark & Company? A. Yes, I 
went there for the purpose of ascertaining whether there had not been some mistake 
in issuing a Farmers Bank cheque on the 28th of November. 


The Commission adjourned at 12.45 p.m. to 2 p.m. 


The Commission resumed at 2 p.m. July 16th, 1912. 


GEORGE TAYLOR DENISON, Sworn, Examined by— 


= Mr. Hoperns: You are Police Magistrate in the City of Toronto? A. 
(es, sir. 

Q. And a great many of these cases arising out of the Farmers Bank prose- 
cation came before you? <A. I think they pretty nearly all did; I do not remem- 
ber very clearly. | | 

Q. I suppose I cannot ask you to remember the individual exhibits that were 
produced before you, but have you any system in your Court of marking Exhibits 
produced? A. Yes, they are marked by Mr. Webb, and he passes them up to 
me, and I sign them. If you show me any I have signed I will tell you. : | 

‘Q. There are some that have been signed in that way? A. I think that is 
Bese ererianly done unless they are put in in a bundle, and then the bundle is 
marked. Pie 
Q. Into whose custody do they come then when they are marked by you as 
Exhibits? A. They are generally kept with the papers by either Mr. Webb or — 
Mr. Morrison until they are sent over to the other Court, if it is for an investiga- 
tion and it is going to the other Court they go across there and we are through 
with them. If I am trying the case summarily they will keep the papers and they 
will be there at the Police Court. I tried Mr. Travers summarily. 

Q. Myr. Morrison is the Police Court Clerk and Mr. Webb is his assistant? 
A. One of them. 

Q. So that they would be responsible I suppose for the custody of them 
till they got rid of them in your Court? A. Yes, they would look after them 
until they got rid of them. 

Q. What jurisdiction have the Detective foree—I do not know that I quite 
understand what their relation is to the Police force;—when an information is 
laid and papers come into the hands of the detectives? A. They are very often — 
left with them. We have every confidence in the Detective Department and we. 


654 REPORT OF COMMISSION 
. 3 GEORGE V., A. 1913 


very often leave them with them; at least I perhaps should not speak confidently 
about that, Mr. Morrison could tell more about it, but my impression is very often 
the papers are left in the hands of the Detective Department if they are interested 
in the working up of the case. 

Q. Have the Police Commissioners passed any rule regarding the custody of 
papers the Detectives seize? A. No, I do not think that would be in their 
line of business at all, because they have not any control over my Court. 

eas Pa speaking of any regulation regarding the custody of papers when 
seized by the Police? A. When they are seized by the Police, the Police take 
charge of them until they are brought up and used in the Court, and sent over to 
the other Court, if they are sent over to the other Court. 

Q. Would it be within the Province of the Police Commissioners to make 
any regulations regarding the custody of the papers?- A. I suppose they might 
if it was necessary, but they assume the detectives will take proper care of them. 

Q. Are there any regulations preventing them being seen by unauthorized 
people, although I fancy that sometimes they are, at least I heard so, that the 
detectives have shown papers to people. In this case two papers are missing 
and we are trying to locate them? <A. They got over to the High Court 
I faney, or at least were lost on the way. We cannot be held responsible 
for what happens after they have gone and left our hands, you knew; they ~ 
may have gone to the County Court. Mr. Morrison or Mr. Webb probably 
could tell whether they left our hands and were sent over. JI could not ~ 
tell because I never hear anything about these cases after I have committed 
for trial: 

Q. Can you tell me this, the question was raised during the investigation ; 
is it possible for a detective or a member of the Police force to get a warrant for 
the arrest of a criminal? A. Yes, if the detective comes to me with an inform- 
ation ‘sworn to charging a man with a criminal offence, and with a warrant 
prepared and so on, I swear him, and he goes away and that is the end of it; I 
do it by scores and hundreds. 

Q. You sign the warrant? <A. For a detective, yes, and any informations 
that come up to me from my own clerk’s office I swear them at once; any that 
come from Inspector Archibald I sign those in piles that high without having time 
to read them. 

Q. As a special mark of favour to him? A. No, he is the officer who is 
supposed to attend to that. I sign them and Mr. Morrison generally takes them 
off as fast as I sign them. I do not. think you gentlemen who are dealing in the 
other Courts have any idea of the amount of business we do; for instance this 
morning on my calendar I had about 125 or 126 cases on the list, 42 indictable 
offences on. the roll. Well, you can easily understand we have no time to look 
into things. As far as I am concerned I dv them as quickly as I can, and there 
is no possibility of devoting much time, and what is more I do not know what it 
is going to come to, because this last half year, I got the return up to the 30th 
June, and there were 3,483 cases additional, more than there were the six months 
before. I do not think there were 3,000 writs issued in the Superior Courts of 
the Province. 

Q. There would be nothing to prevent a detective getting a warrant? A. 
No, if he brings the information properly prepared, they generally come with a 
warrant and copy together, or a warrant anyway and I swear them and sign them. 

Q. It has been suggested that the Crown Attorney was the only officer who 
could authorized the issue of a warrant? A. There may be some little founda- 
tion for that in this sense; sometimes my clerks will refuse a warrant, they think 
there is no case and they will say “ We will give a summons” and if they are not 
satisfied I think then my clerks say “ Go and see Mr. Corley and get an order”, 
and they will perhaps go and get an order and the thing comes down and is made 
out. 


FARMERS BANK INQUIRY 655 
SESSIONAL PAPER No. 153a 


Q. If they did not go to Mr. Corley they would go to you? A. They do 
not very often go to me; if they came to me and I looked into it, I might say 
“You are quite right about that” and I would not give a warrant. They 
generally go to Mr. Corley. As far as regards the detectives, a detective brings 
me a warrant and I will swear it for him, you know, because they are supposed to 
know all the facts and I do not. 

Q. You think Mr. Morrison will know about the custody of these papers? A. 
J think he ought to know about that. 


CURRAN MORRISON, Sworn, Examined by— 


Mr. Hoperns: You are the Police Court Clerk? A. Yes. 

Q. You are also a Justice of the Peace I believe? <A. Yes. 

Q. Have you the jurisdiction of a magistrate to issue warrants? A. Yes, 
I issue them. 

Q. At the request of anybody who brings .an information? A. No; 
parties who apply to me for an information, either for a summons or a warrant, 
I look into the case, and if I am not satisfied with it I would not grant it. 

Q. But if satisfied? A. I would. 

Q. Do you require the Crown Attorney’s authority? A. No, I do not. 

Q. Are many warrants issued by you for the Police and the Detective force? 
A. Yes, in the absence of the Magistrate I sign them all, those that are brought 
to me. 

Q. Do you take charge of the papers that are connected with the case? A. 
~ No, Mr. Webb attends to that. 

Q. He is one of your assistants? A. Yes, he sits in Court and takes the 
Exhibits as a rule. 

Q. When he does that in whose custody do they remain? A. If they are 
important papers they generally go into the vault. 

Q. In your office? A. Yes. 

(. And when you part with them to the High Court or the County Court or 
we County Judge’s Criminal Court what do you do? A. Take a receipt for 
them. 

Q. From whom? <A. Whoever we deliver them to. 

Q. Generally to Burns? A. The Constable? 

Q. Yes? A. For the Crown Attorney. 

Q. Very often there are quite a number of papers in the hands of the Police 
or the Detective Office that are not filed as Exhibits? A. Yes, we would not 

have anything to do with those at all. 
| Q. Do they never come under your control at all? A. No, not unless they 
are put in we would not have anything to do with them at all. 

Q, While the exhibits are in your possession has any one the right of access 
to them in practice? A. No, not any one; if he has proper authority we would 
Jet him see them. 

Q. That would have to be referred to you or Mr. Webb and he would then 
judge? <A. Yes. 

- Q. You would permit inspection? A. By defendant’s counsel or any- 
thing like that would let him see them at once. 

Mr. ComMISsIONER: Do you allow the counsel for the public, as the Press 

probably call themselves, access to papers? A. No, we do not always. 
- ~@. Do you ever? <A. If the Court is being held, and any member of the 
Press should ask for a paper I suppose Mr. Webb would let him see it while the 
Court is sitting. 

Q. But not until it becomes public property? A. No. 
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{ 

Mr. Hopeins: You are the Superintendent of the Provincial Police? A. 
Yes. 

Q. Did you occupy that position for the last couple of years? A. Since 
1909. 

Q. Speaking generally what are the functions of the Provincial Police with 

regard to-criminals or suspected criminals? A. We take absolute control of all 


criminal matters in the unorganized portion of the province; we assist the High ~ 


‘Constables in the organized “portions of the province when requested, the City 
Departments, or anybody else. 

Q. When requested; what do you call the unorganized districts? A. The 
Districts of Muskoka, Parry Sound, Nipissing, Algoma, Kenora. 

Mr. CoMMISSIONER: Without County organizations? A. Yes. 

Mr. Hopains: I did not know whether you were using that ee regard to 
the newer portions of the province? A. No. 

Q. If any one is in any of these districts it would be ihre your super- 
vision or charge? <A. Yes. 

Q. As distinguished from the organized districts where the local police are 
supposed to be supreme ? Av 7Xes: 


Q. You remember a warrant for the arrest of Dr. Nesbitt was issued, when — 


did you learn of it? <A. - The first information I had was through a communica- 
tion from Mr. Corley which was received by me on the 26th January, 1911. 

Q. Were you requested to make the arrest or were you furnished with any 
information to do so? A. Copies of two warrants were forwarded to the Deputy 
Attorney-General with the request that any assistance that could be rendered to 
doeso.ci! 

Q. On whose information were those warrants sworn out, the copy of the 
warrant would show would it not? A. No. 


Q. Who was the warrant granted by? A. Curran Morrison; both are dated - 


on the 14th of January, 1911. 

Q. Were any ‘steps taken by your Department to act upon those when you 
received that request? A. Yes, at the time we received these warrants, of course, 
the Press had given an account of Dr. Nesbitt’s escape from the island in Muskoka. 

Q. How ‘long before? A. Some days. 

Q. Had you any reports indicating where he was during the week previous to 
your getting that notice? A. I had a report from my officers, one stationed at 
Bala, one at Parry Sound, one at either Webbwood or the Soo that he had passed 
them; three of my officers saw him between Bala and the Soo. 

Q. When? A. At the time he left the island. 

Q. At that time had they or you any information that he was alleged to be 
guilty of any offence? A. No, the first notice that we had from the Police 
Department that Nesbitt was wanted was some time in March, 1911. 

Q. You got the information from the Police Department in March, 1911? 
A. They sent me a number of circulars which they asked me to distribute among 
my men in the north. 

Q. I suppose that is the first official notice you got? <A. Yes. 

Q. Did you. get any request from the City Police for assistance previous to 
‘that and previous to Dr. Nesbitt leaving the country? A. None, whatever. 

Q. Mr. Corley’s letter to you enclosing the warrants was for the purpose 
of what, extradition or what? A: No, Mr. Corley wrote and asked us to do what 
we could to apprehend Nesbitt. 

Q. Is there any reason you can give why you were not applied to earlier by 
whoever had the information? A. I cannot explain that sir. I may say be- 
tween the time that Mr. Corley wrote us and the time that the circulars were 
received by my Department all information that came to my knowledge was for- 


ee 
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warded to the High Constable of the City of Toronto, the Chief Constable, I think 
on two or three occasions, information came I sent it to them before we knew 
officially that he was wanted. 

Q. Take this particular case; here is a Farmers Bank failure, the papers are 
seized in Toronto, the locality is Toronto, and some one accused of an indictable 
offence is up in Muskoka, the information about the crime is down here, the offence 
is down here, was it your duty, having seen or learned anyway that such an offence 
had been committed to interpose,—was that the duty of the City Police or you— 
I do not understand why some action was not taken? A. I did not know that a 
warrant had been issued, for Dr. Nesbitt till I received the communication through 
the Deputy Attorney-General from Mr. Corley which was on the 26th. 

Q. Did you know anything about any information that was laid against him? 
Ao eci not, 

Q. What is the course that is adopted, when a warrant is sworn out, say in 
Toronto, and the execution of it is in one of the districts where you have jurisdic- 
tion, what is the usual course pursued? A. Well, the Police here sometimes com- 
municate direct with my inspector or through the office here in Toronto, and which 
ever way it receives prompt attention. 

Q. What is the course when a warrant is issued in Toronto for the arrest of 
somebody up in your jurisdiction, who executes it? A. If they request or notify 
us that a person is wanted we immediately try to apprehend the person for them, 
eu that is only when we get a notice; we do not know what warrants are issued in 

oronto. 

Q. Inspector Duncan seemed to have been dissatisfied with what he thought 
was his failure to get a warrant without the permission of the Crown Attorney 
and seems to think if he had got it-a week earlier he would have been more success- 
ful; are you able to say whether that is the case? A. I cannot speak as to that. 

Q. If you had had information a week earlier, or a warrant, could you have 
arrested Dr. Nesbitt? A. If we had had the information the day the warrant 
was issued, and a request from the Police for assistance I am satisfied we could have 
apprehended Dr. Nesbitt before he got to Sudbury. 

Q. Are you able to account at all for why you did not get that request? A. 
I have no explanation, I cannot say. 

Q. There was a suggestion that there was a certain feeling of jealousy between 
the Provincial Police, or friction, and the City Police? A. Absolutely none be- 
tween the two departments, while there was friction between Inspector Duncan 
and myself. | 

Q. Had that friction occurred in 1911? A. Prior to that, but my Depart- 
ment have apprehended several people in the Cobalt and other northern territories ; 
no friction whatever as between the two Departments; we are working in harmony. © 

Mr. Commissioner: What is the nature of the friction between you and 
Inspector Duncan? <A. Really so far as I know, a matter of jealousy on an 
extradition that I was directed to take up by the Premier and the Attorney-General. 

Q. It is professional entirely? A. Purely a personal matter that he took 
objection to at that time. 
| Mr. Hopvetns: Perhaps I should just ask you this; Inspector Duncan was ~ 
asked whether it was a fact that he was annoyed and made a statement that he had 
been sent on a wild goose chase, the authorities knowing or having warned Nesbitt 
that he was coming; he was asked if he made that statement or a statement of that 
kind and he said, page 1604, “I made a statement I think along that line when I 
came back, but that was the time that Dr. Beattie Nesbitt cleared out”; so far as 
you are or may be an authority, was any warning given of any kind to Dr. Nesbitt? 
A. At the time mentioned there I did not know that a complaint had been made 
against Dr. Nesbitt nor did I know that a warrant was issued for his arrest.” 
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Mr. CoMMIsSIONER: You are not answering the question he asked you, if 
there was any warning given? A. None whatever from my Department because 
I did not know that he was wanted. 


J. W. SEYMOUR CORLEY, Recalled by— 


Mr. Hoperns: Adverting to the evidence of the last witness, you remember 


notifying Superintendent Rogers? A. Yes, it is the duty of the police to notify: 


at once of warrants where the people are suspected to be in this jurisdiction. 

Q. In order to catch them? A. Yes; if they have left the country: the 
information is sent by me to the Deputy Attorney-General to arrange for their 
extradition; that is why that letter was sent to Mr. Cartwright; I notified my 
superior officer that this man was absent from my jurisdiction, and there was a 


warrant for him. He uad known of it from conversation with me previous to that. 


Q. Previous to the time that the warrant was issued, had you any knowledge 
with regard to what was charged against Dr. Nesbitt? A. No evidence was ever 
submitted to me of any crime against Nesbitt that would justify an arrest until 
Mr. Clarkson submitted the information. Then I sent for Inspector Duncan; he 
and Mr. Bicknell and Mr. Bicknell’s clerk, and Duncan and I were together, and 
he left to get a warrant and I went to my house on Saturday afternoon and Duncan 
went and got a warrant and went north. There was a suggestion of a warrant 
heing asked for before that by Duncan; it was to charge Dr. Nesbitt with forgery 
in making a return to the Government; it was one of those monthly returns, I 
think, that he had made a false document, consequently a forgery, by signing a 
document that was untrue, with his own name; I did not think that was forgery, 
I did not think it came under that class of crime. I submitted that to my superior 
officer, Mr. Cartwright, who said he did not think it was forgery. Inspector 
Duncan said it was, and he said the County Judge said it was. I had my doubts, 
and I submitted the matter to Mr. Cartwright, and he said he thought I was right. 

Q. Was that the first time a warrant was asked for? A. There never was 
a warrant asked for; that matter was submitted to me before Duncan swore out 
a warrant on the information furnished by Mr. Clarkson. | 

Q. I thought you said a warrant was asked for? A. No, that was dis- 
cussed whether it was a forgery; there was no application made for a warrant. He 
did not need to consult me, if he had any evidence, or without evidence, as 
Colonel Denison said, he could have gone to him with a sworn information that 
a man had committed a crime and got a warrant. 

Q. He said the County J udge had told him it was forgery and you said it 
was not? A. Yes. 

Q. That being the case, had he the- -right to go to the Magistrate if he chose 
to swear that he believed this crime had been committed? A. Whether he had 
a right to do it or not, he did do it afterwards, and he could have got it then. 
Colonel Denison never reads the information sworn to, nor does he read the war- 
rants submitted to him; they are written by his clerk, and as he swore to-day, 
sworn to before him in bunches; I have seen them that thick, perhaps fifty or sixty 
at a time, and he signs them while Court is going on, and hearing evidence in other 
cases. I wanted to make it clear, the first mention of a warrant against Nesbitt 
was that morning of the day on which Duncan left for Muskoka. 

Mr. CoMMISsIONER: When the warrant was actually issued? A. Yes; on 
that same warrant, Superintendent Rogers reminds me, that he was arrested in 
Chicago and they did not proceed on it, because it was not considered forgery. 

Q. What you mean—was eventually Duncan did lay an information for for- 
gery in respect of the return? A. Yes, sir. 


——— 2 od 
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Q. And he was sought to be extradited on that, and what? A.. They did 
not consider it a forgery in the States; it would have to be a forgery against the 
laws of both countries, and it certainly was not against theirs, as they said. 


i 


WILLIAM R&R. TRAVERS, Recalled: 


Mr. Hopeins: You have heard the evidence this morning of the four or five 

gentlemen that were named, one of whom is said to have made a suggestion to you 
to take the money down and give it to Peter Ryan? A. Yes, sir. 
: Q. Are you able to pick out the one now? A. No. I do not think it was 
Mr. Stratton, because it was said to me in my office upstairs, and I know he 
never was there, it came to my mind. In the absence of the cheque to refresh 
my memory I cannot throw any further light on it. 

Q. The cheque would not help you to remember who suggested taking it 
down? A. I think if I had the cheque it would probably assist to unravel it. 
The cheque was taken from my desk, it was in the hands of the Crown, I saw the 
cheque there in the hands of the authorities; with that cheque I could refresh my 
memory in such a way I think that would enable you to solve the question. I 
want to correct, though: I said I was in No. 6 Committee Room in Ottawa; I 
should have said 16. 

Q. These are the stubs from which the cheque came (Exhibit 90)? <A. I 
cannot say that without seeing the cheque. 

4 Q. Why not? A. I do not wish to be contradicted and adverse criticism 
made in the newspapers, as they are, without something to go on that I can abso- 
lutely carry through, and in the absence of that cheque I cannot go any further. 

Q. What bank was it on? <A. It was on the Traders Bank. ~ 

Q. Was there any cheque book being used at that time other than that ¢ iN, 
No; no other official cheque book. 

Q. If it came out of that—? A. I do not say it came out of that. 

Q. Do you remember saying that on the cheque or on the stub, the first time 
you mentioned it, there was a “C”? <A. No, I never referred to the fact that 
there was a “C” on the stub in any of my evidence; what I did say was that 
Duncan found “C” on the stub and tried to locate the cheque he had with that 
stub. 

Q. I do not find any “C” on the stub in that book? <A. I saw a stub 
of the cheque book in his hands that had a “C” on it. 

Q. What bank? A. That I cannot say without seeing the stubs. 

Q. If it was a Traders Bank cheque it would be a Traders Bank stub? A. 
Yes, but I cannot say what the stub is now. 

- Q. What is there on the cheque that would tell you? A. There are several 
things on the cheque; if I had it I think I could refresh my memory. 

—  Q. That would tell you who made the suggestion of these four or five people? 
A. JI cannot answer you that question; I want to see the cheque and | think I 
can give you such information that you can unravel it. 

Q. Why cannot you give it now? <A. No, I cannot give it now; my 
memory does not serve me right; it is over six years ago. 

Q. What are you trying to think of? A. I have been trying to assist you 
in the matter; I have gone as far as I can go. 

Q. The cheque would assist you in what direction? A. If I see the cheque 
it will assist my memory; I want to see what number I put on the back of it; I 
want to find out whose room that was; I am satisfied it was given to me as some- 
body’s room, and I want to see who T paid the cheque to. 
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Q. Don’t you think this cheque (Exhibit 60) was the cheque you drew out 
and paid the money? A. I would not think so; I have been thinking over it, 
and I do not think so; that is not the cheque. 

Q. Would not that be the cheque that was drawn out to pay this other 
cheque? <A. I do not think that is the cheque. 

Q. Look at the back? A. Yes, but I do not think that is the cheque. 

Q. What do you mean by that is not the cheque? A. The cheque you 
are referring to. 

Q. I am referring to that $3,000 cheque; I am asking you if that is the 
cheque that drew the cash out to pay the $3,000? A. I do not think so; it may 
have been, but I do not think so. 

Q. If the $3,000 cheque was on the Traders Bank you knew that that was 
outstanding? A. No, I did not; I knew it had not been paid. 

Q. Were not you a bit apprehensive that if you drew all the money out of 
the Traders Bank, left nothing in there, that whoever presented that cheque would 
meet with more or less difficulty in getting the money? A. That is the very 
reason I put my card in with it to present it to me, because I knew I had not 
the money, because all the money was up in Ottawa, and I also knew I was going 
to change my bank account very quickly. 

Q. Of course you knew the money would come back the moment you got 
your certificate? A. I was not sure after the hitch that took place when the 
money would come back. 

Q. What hitch took place? A. The first day I went there I expected to 
get our certificate and we did not. : 

Q. You mean on the 28th? A. The very first day I went to the Depart- 
ment I expected to come with the certificate. 

Q. What was the hitch? A. The hitch was we did not get the certificate 
till the Friday following. : 

Q. What was the hitch? A. I do not know of any particular hitch any 
more than they held us up, or rather Mr. Fielding was too busy I suppose. 

Q. I do not understand why you say you did not know the money would 
come back at once owing to the hitch? A. On the top of what we had gone 
through with Laidlaw’s writ, and then their demanding a special list of share- 
holders, and getting down to Ottawa, and the question came up about subscrip- 
tions, one thing after another, I did not know what was in the wind. 

Q. You got scared on the 28th November, in Ottawa and you sent Mr. 
- Hunter back? A. I cannot say that. 

Q. You told him to send you down these cheques? <A. I did. 

Q. You thought you would have to use them? A. I did. 

Q. Did you tell him so? A. I did not tell him what I was going to use 
them for. I heard his evidence, and J would not like to contradict him; I know I 
told him I was going to Montreal. 

Q. Did you say to the Traders when closing the account that if there was 
anything else came in it was to be sent on to the Farmers Bank? A. I did not, 
I do not know whether there were such instructions given from the office or not. 

‘ ay Did you leave that cheque just to take care of itself and come back? A. 
id. 

Q. You said you had been drawing small sums from time to time to provide 
for that? A. I said I had provided for it. 

Q. Ido not find any small sums had been drawn by Oe at all between the 
es dates? A. I do not know if I said small sums or not; I said I had provided 
On it: 


Q. I think you were a little more explicit, you said you had been drawing ~ 


small amounts from time to time so as to have enough money to pay for it when 
it came in, and I do not find anything withdrawn between the dates; how had you 
provided for it? A. I will have to see the cheque and see when I paid it. 
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Q. How had you provided the money with which it was to be paid? A. By 
drawing it out from my own account. 

Q. From what bank? A. It may have been after the 1st January, out of 
the Farmers Bank and it may have been from the Traders Bank or the Union 
Bank on commission, account, I could not say. 

Q. You would not have commenced to draw it before the 30th of November? 
A. I cannot say. 

Q.. That is the day the cheque is said to. have been given? A. No, not till 
after I came back, some little time. 

Q. There is nothing at all between the 30th November and December 7th, 
when that $5,000 was taken out? A. J, could not tell. 

Mr. COMMISSIONER: We have not got a date fixed when the cheque was paid; 
he says it was some time afterwards when the cheque was paid? A. No, I have 
not the date fixed; I am puzzled over that, because that is not clear in my mind; 
I would like to see the other cheque. 

Mr. Hopeins: We would all like to see that. A. That is not my fault it 
is not here. I want to add to my evidence that on the 17th June, I was up in 
the liquidator’s office, and Mr. Peter Ryan came in and Mr. Clarkson stepped out 
and he came up to me and told me to be brave, that he would look after my in- 
terests. 

Q. Who came up to you? A. Mr. Peter Ryan. The guard saw him; I do 
not know whether he heard what he said or not. 

Q. What guard? <A. The guard that is in charge of me. 

Q. The 17th June, that is this year? A. Yes, just last month. 

Q. If you saw the cheque and saw the room number on it and then traced 
up whose room it was, would it alter—? A. I cannot give you any further in- 
formation without the cheque. 

Q. Supposing you saw the cheque and the room number on it, and you found 
out at the Russell House whose room that was, would that change your evidence 
that it was Mr. Peter Ryan whose name was on the envelope? A. No, not in 
the least. That is quite clear in my mind. 

Q. You put the room number on assuming it was his room? A. That is 
my recollection. 

Q. If it turns out to be Brown, Joneg or Robinson’s room, do you think that 
would help you if you knew that? A. Yes, I think so. 

Q. In what direction? A. I think that the number of the room I put on 
there would probably lead to something else. 

Q. Indicate who got the money? A. I think so. 

Q. Did you make any direction it was to be sent up to that room? A. No, 
I did not. 

Q. Who was the paying teller? A. I could not tell you that. 

Q. Who was the paying teller when that cheque came in;—I am instructed 
that Mr. Frayne was local manager and was not the paying teller? A. I could 
not tell you, no. 

Q. That the paying teller was McCallum? A. I could not say. 

Q. This is in January, the beginning of the bank’s business, don’t you re- 
member who the paying teller was? A. I could not tell you; Mr. Fitzgibbon 
was paying teller for a while, and Mr. Frayne was teller, and Mr. McCallum was 
teller, I could not tell you which one. 

Q. How did you find out the number of the room? A. My recollection is 
I asked somebody behind the counter. 

Q. Do you know who that was? <A. No, I could not remember who it was. 

Q. That is what I was looking for, page 1664: “Q. What did you charge 
the $3,000 up to? A. It is charged up to my commission, that is my recollec- 
tion; I drew it out in several cheques”. A little further down you say, “I had 
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drawn the money out of commissions prior to the cheque coming in, and I was ~ 


providing that $3,000 to keep it on hand for the cheque” ? A. That is correct. 

Q. Mr. Ryan wanted some questions asked, and I suppose I may as well ask 
you them; but before I do that, so far as the books show there was no drawing at 
all of yours from November 24th to December ?th, when you drew the $5,000 on 
the occasion of Dr. Nesbitt and Lindsay coming in. and on the 19th December, 
when $1,800 was drawn and nothing till the 20th February? A. Yes, but how 
many thousand dollars did I draw before that? 

Q. Before the 24th November? A. Yes. 

Q. My. Ryan wants to know whether you conversed with any one since the 
last examination on the subject of this cheque with the guard, for instance? A. 
No, I never said anything to the guard, with the exception of this morning to ask 
him if he would jog his memory with regard to Mr. Ryan coming in to see me. 

Mr. G. T. CLarKson: ‘There is not any doubt about that; Mr. Travers was: 
in my office and Mr. Ryan came in and spoke to him in the passage-way. 

Mr. Hopetns: Did you ever mention Mr. Ryan’s name to any of your asso- 
ciates? A. I don’t think I did. 

-  Q. Did you ever speak to him personally as to leaving that letter in there, 
did you ever speak to him personally about the cheque or suggest who got it or ask 
him what he did with it? A. No. 

Q. Mr. Ryan says that you said you had pledged your honour not to disclose 
his name? A. No, I never said that. 

Q. I did not recollect your saying it, but Mr. Ryan says you did not want to 
name him because you had pledged yourself? A. I cannot say whether Mr. 
Ryan got it or not, and I never said so and do not say so now. 

Q. Mr. Ryan’s impression is when you were examined before you pledged 
yourself not to mention his name? <A. No. 

Q. And he wants to know have you thought who the pledge was given to? 
A. I never said that. 


Mr. CoMMIss1oNER: I think that was from something I said when asking 


the witness to tell the destination of the cheque. I think I made some observation 
of that kind and I think probably that is what it has been confounded with. 

Q., I think this was spoken of before, did you notice this cheque was drawn 
out in twenty $100-bills and two $500-bills ‘(referring to Exhibit 60) ; is there any- 
thing in that to suggest what this cheque was for? A. I cannot recall what that 
cheque is for, but those figures on the back bring to my mind the money I paid 
out for the other one. 


Q. What did you pay out for the other one? A. I paid out large bills for 


it, but after seeing that cheque I have an idea I changed the pLOngy for that, to. 
make it larger than the money I had. 

Q. You have said you did not see Mr. Peter Ryan get the money, no words 
passed between you and him about that before it was left or after it was left? A. 
No, sir. 

Q. You said something about a card, I think you left something to be in- 
ferred which you did not say? A. I said I put in it that I would pay the 
cheque if presented to me at the counter in cash. 

Q. Have you mentioned that before? A. Yes. 

Q. When it was suggested to you as you have stated, that money would per- 


haps be very useful and Mr. Ryan’s name was suggested, was nothing said by you 


to the person as to why Mr. Ryan’s name should be mentioned? A. No, sir, I do. 
not remember anything being said. 

Q. Was it not a very loose way of dealing with $3, 000 without knowing any- 
thing at all about whether any arrangement had been made, or that you just 
trusted—? A. No, I just took that chance; I thought they knew what they 
were talking about who spoke to me. 
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Q. How is it you cannot recollect the individual; I should have thought that 
would have impressed itself upon your mind? A. Well, when I mention a name 
they contradict it; I have a pretty good idea but I cannot swear to it. 

Q. As I recollect what you said, what Mr. Hodgins was reading, besides the 
four persons whom you named you added “‘or somebody else” ? A. No, I do 
not think so. | 

Mr. Hoperns: What he said was: “ Before going to Ottawa I was told by a 
party, I do not remember who it was, I do not wish to be pressed on that point, I 
do not know whether it was Dr. Nesbitt, Mr. Lindsay or Mr. Lown or Mr. Strat- 
ton, or whom, I cannot say” 

Mr. ComMissioner: Have e you any recollection of when and where you last 
saw the $3,000 cheque? <A. The last time I saw the $3,000 cheque was with 
Inspector Duncan. “ 

Q. When? A. I cannot fix the time, it is some time ago. 

Q. Can you fix it with relation to any of the prosecutions? A. It was 
about the time that you were to sit I think in the Criminal Court yourself, about 
a year ago. 

Q. That would be May? A. There were two parcels of documents, there 
was one parcel of documents that referred to each of the cases that I had gone over 
with Duncan, there is another parcel that contained the World letters, the missing 
letter of Mr. Matheson, this cheque and some other matters in it. 

Q. What kind of things? A. They were letters, 

Q. All your private letters? A. Yes, there were other cheques there as 
well, I cannot recollect just what those were. 

Q. You told us there was a discussion with him and he saying he knew to 
whom that went? A. Yes. He had the cheque in his hand, and he was asking 
me about the “C” that was on it; the “C” was on the number place; and then 
he turned it over and commenced to ask me a question about it further and I 
thought he would see the number on the back of it, and just about that moment 
somebody came in and spoke to him, and when he went back again he picked up 
ancther document, and I did not say anything more about it. 

Q. Are any of the other papers that were there in that parcel missing? A. 
The World letters are missing. 

Q. I thought they are here? <A. No, sir, there were other letters there. 

Q. Anything else? A. I do not remember just, there were several papers 
in it, different odds and ends, some private things of my own. 

Q. Where do you say that letter of the Provincial Treasurer and that cheque 
for $3,000 had been kept by you before the failure of the bank? A. I kept 
them in a private compartment in my desk; I had a folding top desk, there was one 
little place there that was locked up. 

Q. Were those papers connected with the World newspapers and that cheque 
in the same place? A. Everything of a confidential nature was in that little 
compartment in my desk. 

Q. This cheque and the World newspaper letters? A. And: Mr. Matheson’s 
answer to my letter and some other little private matters. 

Q. Mr. Hodgins has asked you if you never mentioned anything about this 
$3,000 cheque to anybody, was it not somewhat strange that among all these people, 
some one at all events, of whom, according to your statement had told you to pay 
the money, that you never mentioned it to him or anybody else? A. No, sir; 
when I came back the only relationship I had then was with Dr. Nesbitt; I did 
not see any of the other parties very often. 

Q. Who brought you the cheque when it was neeerte 2 A. It was brought 
by one of my officers in the bank; my recollection was it was Mr. Frayne. 

Q. You cannot name him with certainty? <A. No. 

Q. You think the number you got from the hotel clerk were the cheque and 
the memorandum put in an envelope? <A. Yes, sir. 
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Q. How was that envelope addressed? A. I addressed it Peter Ryan, Hsq., 
and I put the room number, whatever number I put on it. 

Q. Are you sure you put his name? <A. Yes, sir. 

Q. And you think you got the room number from the clerk? A. Yes, sir. 

Mr. Hoperns: Was the letter sealed? A. Yes, of course I would seal ‘it, I 
would not leave it open. 

Q. Would you recognize the clerk whom you gave it to? A. I could not 
say whether I would or not; I have been in a great many hotels since then, all 
over the world nearly, I mean over in the Old Country and here. 

Q. I notice in your evidence you gave before, you say, I asked you did you 
attribute your success in getting your certificate to the cheque, and you said you 
thought it all helped; you knew when they got the charter through, at least when 
you say you knew you say you were told by Mr. Lown when they got the charter 
through they had to use some money there? <A. Yes. 

Q. Was it Mr. Lown who made the suggestion you had better use it again ? 
A. He swore this morning he did not; I am not going to state positively till I 
have the cheque ; if we had the cheque I think we would unravel it as I told you 
before. 

Did you ever subscribe to the testimonial to Mr. Fielding? A. No. 
Did the bank? <A. No. 

Did you make a contribution to be used for the purpose? A. No. 
Quite sure of that? A. I never heard of it. 

It was currently reported, you know? A. I know it was. 

It was also as currently denied, that you had given quite a large sum? 
A. The first I heard of it, of my giving anything. 

Q. Iam not speaking of you individually, I am speaking of you as manager 
of the bank or for the Farmers Bank? A. If I gave it for the bank Mr. Clarkson 
would find the entry. 

Q. You would know; however I understand the denial was made that you 
had ever done it? A. That is true, I did not. 

Q. I was asked to get your statement upon the subject? A. I did not. 

Q. The bank did not? A. Nor the bank. 

Q. Either directly or indirectly? A. No, not that I know of. 


LOLLLLO 


The Commission adjourned at 4 p.m. to 11 p.m. to-morrow. 


Toronto, July 17th, 1912. 
The Commission resumed at 11 a.m. at Osgoode Hall. 


DONALD A. YEATS, Sworn, Examined by— 


i oME. Hopetns: You remember when the Farmers Bank failed and prosecu- 
fions began? <A. Yes, sir. 


Q. What was your occupation then? A. I was then with pees Duncan 
in his office. 

Q. You remember what was done with the papers that were seized by the 
detectives? A. They were held by Inspector Duncan. 

Q. He has an office in the City Hall? A. Yes. 

Q. A room of his own? A. Yes, sir. 

Q. How were they kept in that room? A. For a time they were kept in 
his office, and then I believe they were transferred, but I am not quite certain, but I 
kind of think some of the papers were transferred to the vault. 

Q. In where, in his room? A. Not in his room but in the detective office. 
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Q. Is that adjoining? A. Yes. 

Q. Did you become familiar with those papers? A. Several of them. 

Q. Did you know anything or did, you ever see that $3,000 cheque so that 
you could-identify it? A. No, not just now I could not identify it. 

Q. There was no cheque that you recollect distinctly there? A. There was 
talk about a certain $3,000 but I never took very much interest in the cheque. 

Q. Who was the talk between about the cheque? A. I heard Mr. Travers 
talking about the cheque and Inspector Duncan. 

Do you remember what they said? A. As near as I can remember it 
was Inspector Duncan asking Mr. Travers who gave the cheque, who got the 
cheque or something like that; I thought he was pressing for some information. 

Q. Did he get any information? A. I do not just remember, I do not 
think so though. 

Q. At all events that was apparently a live question between them, the in- 
spector was anxious to know about that? <A. Yes. 

Q. Did the World file ever come under your notice, the file of papers, letters 
between the Farmers Bank and the World or between Travers and Greenwood and 
Maclean? A. I remember the file of papers, I remember the file on the first, I 
think it was the time the papers were first seized, but I do not remember ever see- 
ing the file after that. 

Q. Were they brought over to the Detective office? A. Yes, I believe so. 
; Q. And you do not remember seeing them after that? A. No, I cannot 

remember seeing them with the papers that were in the office after that. 

@. Who had access to those papers; when I speak of those papers I mean all 
the papers; who had access to them after they were seized and came over to Inspec- 
tor Duncan’s office? A. There was no person supposed to have access to them, 
with the exception of Inspector Duncan and Detective Guthrie; they were prac- 
tically the ones that had charge of the papers. 

Q. You say no one was supposed to have access; did you ever see any one 
in there inspecting the papers in the presence of Inspector Duncan or when he 
was away? A. Well, yes; on one occasion I saw Haverson, the reporter on the 
World. 

Q. Who is Haverson? A. He is a reporter on the World. 

Q. He was examined here and said he did not see them? A. I remember 
him distinctly looking at on one occasion a statement made by Mr. Travers, in 
No. 8 station, I believe. 

Q. What sort of statement? A. A statement supposed to have contained 
disclosures with reference to certain men who had been mixed up in the Farmers 
Bank. 

Q. Do you mean a typewritten statement? A. Yes, it was supposed to be 
a confession made by Mr. Travers to Inspector Duncan. 

Q. I have got two such statements; I suppose it is probably one of those? 
A. This one was taken in No. 8 station. 

Q. To what extent had he access to the papers, or did you see him going 
over the papers? A. Well, he was looking at this file on this particular day, 
and other days I saw him with Inspector Duncan going over the papers. 

Q. But on the first date you speak of, was any one there? A. Inspector 
Duncan was there and he was sitting in the office. 

Q. On all occasions he was there; is that what you say when Haverson was 
inspecting the papers, that Inspector Duncan was always present? A. Haverson 
in the office had, he seemed to have, more authority than anybody else so far as 
newspaper men are concerned. 

Q. In what way; I am interested in finding the papers if possible? A. On 
several occasions he was going over papers; it was a common thing for him to go 
into Inspector Duncan’s office and go over papers. 

@. Did he ask for them? A. No. 
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Q. What did he do? A. Simply went in and read what he saw fit to read.. 


Q. Did he ask Inspector Duncan for them? A. I just could not say. 

Q. Who were present? A. Inspector Duncan at times showed him papers. 

Q. More than once? A. More than once, several cases since that. 

Mr. CoMMIsSIONER: Other cases? A. Yes, sir; other cases pertaining to 
police matters. 

Mr. Hoperns: How many times did he come in and see Farmers Bank 
papers? A. Oh, well, the Farmers Bank, he was up there a good deal of the 
time at the time the Farmers Bank investigation was going on in the Police Court. 

Q. Was he ever alone in-the room? A. Yes, he was alone in the room a 
good deal; it was a common thing to see him in the room alone. 

Q. When he was in there, who was responsible for the papers; was any one 
supposed to be keeping a tab on them? A. I was supposed to be in the office; 
he seemed to have a right to look at whatever he liked. Of course, the other news- 
paper reporters, I always prohibited them from seeing anything; Haverson was so 
associated with Inspector Duncan that it was a little out of ne to ask him to stop 
looking at papers. 

Q. Out of your place? <A. Yes, out of my place. 

Q. This $3,000 cheque, did that crop up in the early stages? A. In the 
early part of the bank matter I think; if am not mistaken, I think it was shortly 


ae 
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after Mr. Travers was convicted; it was in January, I believe, Mr. Travers was: 


sentenced, shortly after that, but T could not say the exact date. 

Q. Mr. Stewart Lyon was examined and said he went to Inspector Duncan’s 
office at one time and he saw the papers? A. I remember a Globe representative 
in Inspector Dunean’s office; one day I went in the office, a Globe representative 
was going over some papers with Inspector Duncan. 

Q. Was he the Police Court reporter of the Globe? A. No, he was not. 

Q. Do you know who he was? A. I do not know his name, I never did 
know his name; he was not the regular police reporter, but I knew he was asso- 
ciated with the Globe. 

Q. What did he look like? A. He was a short man with a sort of a pale 
complexion, as near as I can remember; and he had a funny shaped head; his 
head was rather large and sort of pointed. 

Mr. CoMMIssIonER: Hair? <A. I think he was slightly bald, if I am not 
mistaken, but I am not quite sure; his hair might have been thin, but I cannot 
just say. If I am not mistaken he was fair. 


Mr. Hopcins: Good looking, no doubt, being a reporter. Then did you 


see him there more than once? <A. Well, I saw him there, I am not sure whether 
it was more than once, I would not swear more than once in connection with this 
particular case, but I had seen him in the City Hall on previous occasions. 


Q. When you say in the City Hall, do you mean in the Detective Office? A. 


Around the Police Court, but he was not a regular attendant. 

Q. Any of the other newspaper reporters see the Farmers Bank papers to 
your knowledge? A. Not that I know of. 

Q. Did any one else, other than the reporters from the papers that we have 
been mentioning, have access to these papers at any time? A. Not that I know of. 

Q. Do you know Mr. W. H. Hunter, a barrister, of this city? A. Yes, sir. 

(. And de you know a man named Hobberlin? A. Yes, sir. 

Q. Do you know whether they had an opportunity of going over these papers? 
A. Well, at the time of the Farmers Bank investigation, Mr. Hobberlin and Mr. 
Hunter called at the City Hall on several occasions, and mostly in the afternoons, 
and they went into a private room in the City Hall, Mr. Corley’s private room, 
which is not used in the afternoon, his office, and the three of them were closeted 
in there on several occasions. 

Q. What three? A. Mr. Hobberlin, Mr. Hunter and Inspector Duncan. 
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Q. Had they any papers with them? A. Yes, sir; I remember one after- 
noon, when I come to think of it, I remember going in there to tell Inspector Dun- 
can that the Chief Constable was calling for him, and I saw them there with 
Farmers Bank papers on Mr. Corley’s desk. | 

Q. Is the office you speak of, Mr. Corley’s, which is not used in the after- 
noon, close to the Detective Office? A. No, it is back of the Police Court; it is 
close. 

Q. In the same wing of the building? <A. Yes. 

Q. Going back for a moment, at the time you saw the gentleman you think 
was connected with the Globe, did you hear any conversation between him and 
Mr. Duncan in which Inspector Duncan expressed dissatisfaction with the way he 
had been treated over the Beattie Nesbitt warrant? A. I was only in the office 
for a minute at the outside on this particular occasion. 

Q. That may not have been the same one that Mr. Lyon has spoken of; but 
when Hunter and Hobberlin and Duncan were together, do you remember what 
state the prosecution was in; had Travers been convicted? A. Travers had been 
convicted ; none of these proceedings took place until after Travers was convicted. 

Q. Had Hunter’s name come up to your knowledge in the Police Court pro- 
ceedings? A. Yes, it did; Hunter’s name came up during the Police Court 
proceedings before Colonel Denison. 

Q. Inwhat way? <A. I cannot just remember. 

Q. I cannot put my hand for the moment on the copy of the statement of 
Travers that you call a confession, I will get it in a few minutes, but in the mean- 
time do you remember it coming into your office, do you remember when it was. 
received, the occasion of its receipt? A. I cannot just say. 

Q. Do you remember any telephoning taking place after that came in? A. 
I cannot just say the telephoning, I cannot just swear to it, the statement. 

Q. What telephoning do you remember? A. I remember on one occasion 
Inspector Duncan telephoning to the Globe and the World; to Haverson, of the 
World, and to somebody on the Globe; he could not get Haverson on the World, 
but he had a statement if they wanted to see it. 

Q. He had a statement if they wanted to see it? A. I cannot say, but 
I kind of think it was the statement made by Travers in No. 8 station. 

Q. Have you any way of fixing the date of that? A. No, sir; I have not. 

Q. That must have been in the early stages of the matter? A. It was in 
the early stages of the matter, it was shortly after Mr. Travers was sentenced. 

Q. Was it after that that the gentleman you thought was connected with the 
Globe came in? A. It was after that; I do not remember him coming up; that 
was at half-past six that night, and I think on that night Inspector Duncan had 
returned, from a Farmers Bank investigation in the Farmers Bank taken by Mr. 
Clarkson, the liquidator, and it was after that, and I had been waiting in the 
office till half-past six. and he telephoned for these gentlemen then, and of course 
J left the office right after that. Whether they came up or not I do not know. 


Mr. Hoperns: Mr. Corley wishes to make a statement. 
J. W. SEYMOUR CORLEY, Recalled: 


Mr. Corley said: During the progress of the investigation in this conspiracy 
charge, towards the end of it after it had lasted several days, the Police Magistrate 
suggested to me in open Court that the name of Mr. W. H. Hunter should be added 
as a defendant. I said to him that we had gone over a lot of evidence and if we 
added it we would have to go over it again. It was in open. Court, and Mr. 
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Monahan, the then acting Crown Attorney for the County, was sitting beside me, 
and I said to His Worship: “ My learned friend from the County is here, he hears 
what you say and he agrees to add him before the Grand Jury” and Colonel 
Denison said that would be sufficient. It was after that that this interview spoken 
of by Mr. Yeats between Hunter and Hobberlin, who was a client of Hunter’s and 
Dunean, who was a friend of Hobberlin’s took place. I may say Mr. Hunter was 
never added as a defendant. I was consulted by Mr. George Lynch-Staunton, who | 
was acting at that time as Crown Counsel as to whether Hunter should be added 
or not. I told him the Police Magistrate had said so, and he asked me if I would 
take the responsibility of leaving Hunter’s name off, and I said no, I certainly 
would not. I thought the Magistrate’s opinion should govern. Inspector Duncan 
was present on that occasion. | : 

Mr. Hopeins: What trial was it in which Mr. Hunter’s name came up in 
the way you have spoken of? A. The conspiracy to deceive the Finance Min- 
ister. ‘ 
Q. Against whom was the trial? A. There were so many of them I cannot 
remember who the defendant was. Mr. Monahan could tell me that, he could 
remind me of it; I know Travers was one, Beattie Nesbitt’s name was there too, 
and I think the provisional directors and Stratton—the general conspiracy charge 
in which the directors were charged, and Mr. Stratton and several others for 
conspiracy in doing an unlawful act and deceiving the Finance Minister. 

Q. JI remember in one of those cases the Magistrate made the remark why 
was not Mr. Hunter added? A. The reason was I did not know Mr. Hunter 
had been actively engaged in it, I had not been told of it by Inspector Duncan 
if he knew it. 

Mr. Hoparns: I will find that date and have it put in, because it is men- 
tioned in the evidence. 


PETER RYAN, Recalled: 


Mr. Hoperns: I have asked you to bring up your letter book of November, 
1906; just look and see how the letter book corresponds with what you say, that 
you were in Ottawa on the 28th of November, and only there one day—that is a 
letter book kept here in Toronto? A. Yes, my own private letter book: On 
the 2%th November, 1906, I wrote a letter to Mr. John C. Spry, Chicago. I do 
not find any letter copied on November 28th; on the 29th November, I wrote a 
letter to a gentleman whom I know very well, D. M. Mcfarlane of Vancouver. 

Q. Any other letter on the 29th? A. Yes, there is one here to Joseph 
Martin, and there is one upon the 30th to Mr. Calvert of Roanoke, Virginia, on 
Post office matters. Nothing between the 27th and 29th. 


ALEXANDER G. MACKIE, Sworn, Examined by— 


Mr. Hoperns: What is your position? A. At present? 

Q. Yes? A. I am assistant in the Police Court Clerk’s office. 

Q. What were you in 1910? A. Sergeant of Detectives of the City of 
Toronto. 

Q. In 1911 you occupied the same position I suppose? A. Yes. 

Q. You remember the Farmers Bank investigation? A. I remember a 
little of it. | 
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Q. Where were the papers.that were seized kept? A. They were kept by 
Inspector Duncan and detective Guthrie; I never saw any of them. 

Q. In whose room?’ A. In’ Inspector Duncan’s room most of the time I 
expect. 
| Q. Do you know of your own knowledge about any one being able to see 

them? <A. No, I do not; I did not see any myself at all. 

Q. Did you ever see any one in there going over them? A. There are 
continually people in there, but I did not see any of the papers. 

Q. Did you see any one in there who was inspecting the papers? A. No, 
not at the time when I was in. 

Q. Do you know Mr. Haverson of the World? A. Yes. 

Q. Did you ever see him in there? A. In the office? 

Q. Yes? A. Many a time, most every day. 

Q. Did you ever see him inspecting the papers? A. No, I could not say 
I have; I never was in there at any time when there were any papers in connec- 
tion with it, and I had nothing to do with it, I was not allowed to know anything 
at all about it. 

Q. Mr. Yeats said something about Haverson’s position there, what position 
has he in connection with the Detective office? A. His position I suppose is the 
same as any other reporter, that he was quite frequently there, very frequently in 
fact. 

Q. Had he any more rights there than any one else, or did he exercise any 
more? A. He apparently did sometimes exercise them; I do not suppose he 
had any more rights than anybody else though. 

Q. What do you mean by apparently he did? A. I have seen when he 
_ would come in any of the detectives or anybody else who might have been in there 

at the time, they have been asked to leave; Mr. Yeats, who was a clerk under 
Duncan would be asked to leave and the door would be shut; and they would be in 
there together. 

Q. Who would be in there together? A. Inspector Duncan. Of course 
that might happen with any citizen who might happen to come in to see the 
Inspector. 

Q. Did it happen continually with Haverson? A. Very frequent, not 
continually but very frequent. , i 


Mr. Hopeins: The evidence was taken in the conspiracy case of the King 
vs. Watson and others on the 15th February, 1911, and during the course of that 
investigation at page 60 the questions were asked speaking of Smith in Ottawa, 
and Travers was asked: 

“Q. Was Hunter acting for you? <A. Yes.” 

“Q. Did he know there was this difficulty about getting the thing through ? 
A. He knew Smith was threatening trouble.” 

*Q. Onaccount of this? <A. Yes.” 
| “Q. Hunter must have known this was made up with borrowed money too ? 

5 I am quite sure he did because I took him into my confidence when I made up 
the list.” 

“His WorsHip: Why isn’t he in it.” 

“Mr. Cortey: I didn’t know about it.” _ 

“His WorsHip: I think he ought to be added at once; it is only fair to him.” 

“Mr. Cortey: I will have him notified of what has been said and he can 
appear here.” 

Mr. Hoperns: So that is the date at which the Police Magistrate said that, 
and I think that fixes the date pretty well. 
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Mr. Hoperns: Are you a member of the firm of Hobberlin Bros.? A. I 
am manager and secretary-treasurer. 

Q. You have a brother as well, have you not? A. Yes. 

Q. Whatis hisname? A.M. 

(. Where is he now? <A. He will be on his road to the Coast now. 

Q. Are the firm clients of W. H. Hunter? A. Yes, W. H. Hunter is 
solicitor. 

Q. Are you the Hobberlin whose name e has been mentioned here this morning 
as having been with Mr. Hunter and Inspector Duncan in their offices? A. No, 
not me. 

Q. At the time the Farmers Bank failed or after the prosecutions were begun ? 
A. No. 

Q. Who would that be, which of the Hobberlins would it be? <A. That 
would be the one that would be at the Coast, if any, that is A.M. 

Q. What would he have to do with the matter, does he know Inspector Dun- 
can? A. Nothing except as a personal friend, just knows him. 

Q. Of whose? A. Inspector Duncan; he is acquainted with him I believe. 

Q. Is he a personal friend as well as a chent of Mr. Hunter's? A. Just 
a client. 

Q. Was there any other Hobberlin in the firm? A. Mark Hobberlin, but 
he has nothing to do with it; the only person if any would be A. M. Hobberlin. 

Q. The name given to us was E. A. Hobberlin? A. It is wrong. 

Q. You were never closeted with anybody, I suppose, in the’Detective Office? 
AC NG. : 

Mr. CoMMIssIONER: Had the firm of Hobberlin or the company anything 
to do with the Farmers Bank? A. No, nothing whatever. 

Q. You know nothing, I suppose from what you have said, about what they 
would be together for if they were together? A. Absolutely nothing. 


DONALD A. YEATS, Recalled: 


Mr. Hoperns: The two statements that I have got here of Travers, the first 
one is dated on Saturday, taken on Saturday, the 21st January, 1911, at No. 8 
Police Station, Toronto, in the presence of Inspector Duncan, Detective Guthrie, 
and George Angus, chartered stenographic reporter; the next one is taken on the 
25th January, 1911, at the head office of the Farmers Bank, Adelaide street, To- 
ronto, in the presence of Inspector Duncan, Detective Guthrie, Mr. G. T. Clarkson 
and others? <A. I refer to the statement that was made in No. 8 Police Station. 
Q. That would be the one taken on the 21st January, 1911? A. Yes, sir. 
Q. Then I see that the preliminary investigation in the main conspiracy case 
against Watson and others was begun and taken on the 17th February, 1911? Can 
Mr. Travers tell the date on which he pleaded guilty? 
Mr. Travers: The 13th January, 1911, I pleaded guilty. 


WILLIAM SINCLAIR SHAND, Sworn, Examined by— 


Mr. Hopeins: You are in the Police Department? <A. Yes, sir. 
Q. What is your position? A. Property clerk. 
@. And do you keep a list of warrants? A. Yes, sir. 
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Q. You keep the books in which the warrants when issued are all entered? 
A. Yes, sir. 

Q. What is the practice when an information is sworn out and a warrant 
signed by the magistrate in Toronto, are you required to register it at once? A. 
Yes, sir. 

@. You have your book here? <A. Yes, sir. 

Q. Is the warrant registered immediately it is issued? A. In some cases, 
where a man would be taking a train to leave the city, sometimes it is not regis- 
tered, but the custom is and the rule is always to register it before the warrant 
leaves the office; but if a man committed an offence and was trying to get a train 
sometimes the detective would take the warrant and rush to the train, and it would 
not be registered. 

Q. Are you in the Police Department or in the Detective Department? A. 
In the Detective Department. 

.Q. Have you the note of the notification or registration of the Beattie Nesbitt 
warrant? <A. I guess it is entered in the book. 

Q. Turn it up? A. I do not know what date it would be. 

Q. I see there is a warrant against W. R. Travers on 31st December, 1910; 
follow it up from that? A. There it is, Dr. Beattie Nesbitt. 

Q. You have four warrants there entered up on the 31st January, 1911; 
two for conspiracy, one for-false returns and one for forgery? A. Yes. 

Q. That is the date at which they reached you, is it? A, I would not be 
clear on that point. 

Q. What is your practice as to entering? A. It is the custom. 

Q. If you got a warrant on the 31st January, issued two or three days before, 
what date would you put in your book, the date of the warrant or the date you 
got it? <A. The date I got it. 

; Q. Would that indicate the date you got it? A. No, I would not be clear 
on that either. 

Q. Why not? A. Because it may have been handed to me later and entered 
up as being issued in that particular month. 

Q. Have you any recollection about the Beattie Nesbitt warrant? A. I 
am inclined to think that that was the case; that those were handed to me some 
little time after they were really issued, and I entered them up in the latter part 
of that month because it was in that month they were issued. 

Q. Does the handwriting indicate anything about those last four, the ink 
and soon? <A. Yes, I can see it is a different ink and different time, 

Q. And that is what makes you think so? A. Yes. 

Q. Your recollection is they were handed to you some time after they were 
issued? A. Yes. 

Q. Whom by? A. I expect it would be by Inspector Duncan. 

Q. Is there any reason you know of why they should not have been handed 
to you the date they were issued? A. No. 

Q. If they had been, would that have been in accordance with the almost 
invariable practice? A. That would be the regular practice; I should get them 
the day they were issued. 

Q. This would be an Bean then? <A. Yes. 

Q. When that is entered there and registered, is any notification aon out ? 


A. That would be a matter entirely with the inspector; IT would have no interest 


in that matter at all. 

Q. What is the practice about it when the warrant is issued; it is, as you 
say, brought to you and recorded immediately? A. Yes. 

Q. Then what takes place with regard to its execution; is there any notice 
given to the city police, for instance? A. There is a report ‘made of the circum- 
stances in connection with the warrant and the offence committed ; those are con- 
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veyed by the detective who is marked for the case to the inspector, and he either 
wires or telegraphs to whatever city the man is supposed to be in. 

Q. If those were not returned to you, handed in to you promptly on being 
issued, would that delay the notification? A. Not necessarily; the inspector 
could still write or still communicate with outside points. 

Q. The practice is as you detail: bring it to you, have it recorded and the 
report goes on, and notification? A. Yes. 3 

Q. Is there any book called the “Occurrence Book”? A. Yes, in which 
all reports are made of everything. 

Q. What do you remember about entries connected with these warrants in 
that book? A. The occurrence would not be made owing to the number [ see 
here opposite Dr. Beattie Nesbitt’s name; the occurrence with reference to that 
case has not been made till late in the year of 1911. 

Q. Why would that be? A. That I could not say; that is a matter entirely 
with Inspector Duncan. 

Q. That he would have to account for? A. Yes. 

Q. You have a series of numbers there? A. The number of the report 
would indicate that it was not made until late in the year. 

Q. That is taking it in its proper sequence? A. Yes. 

Q. It would be considerably later than those that appear prior to it? A. 
Yes. 

Q. Is it your duty to notify anybody, the city police for instance, immediately 
on a warrant being issued? A. Yes, in the Divisional cases if the warrant is 
issued for a man, in whatever district the man is supposed to be I ring up and 
notify the acting detective that a warrant has been issued for a man, giving the 
name and address and giving the offence. 

Q. That is when the warrant is issued you notify, if possible, the most likely 
spot? A. The detective would not receive that report till the following morning © 
when he comes down to the office. 

Q. He would not receive that? A. He would not receive the written part 
of it; I would give him all that is on the occurrence over the telephone and he 
would act on that, if he could get the men in the night before. 

Mr. Commissroner: He is speaking only of the city? <A. Yes, just of the 
city. 

Mr. Hopeins: Does not it go further than the city? A. No, I would 
not interfere outside the city. 

Q. Would not you send them to all divisions in the city? A. For instance, 
if there is a warrant for a man in Stratford I would not interfere at all, I would 
simply communicate the facts to Inspector Duncan. 

Q. If a man was in West Toronto or might be there and might be in East 
Toronto? A. I would telephone to the station. 

Q. Towhich? A. To No. 10 or No. 9 station, as the case might be. 

Q. Suppose you were not certain which it wasin? A. If that was the case 
I would have to leave it in abeyance till the detective got the report himself on 
the following morning. 

Q. Would it go on the occurrence sheet what you did? A. The telephone 
message would not. You understand when the warrant is taken out, the party 
taking out the warrant would come up to the office and give all particulars about 
the man that is wanted, and from that I would telephone to the different stations. 
The detective would not receive that report till the following morning. 

Q. That is what I thought, that you put it on your occurrence sheet and 
notify the other stations? A. Yes. 

Q. Did that take place in the Beattie Nesbitt case until the warrants were 
finally turned in? <A. Apparently from the number the report in his case was 
not made till very late. 
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Q. Would the notification therefore be delayed? A. Apparently we were 
not familiar with the facts until later. 
The Commission adjourned at 12.05 p.m. until to-morrow, July 18th, 191%, 


at the Railway Committee Room of the Senate, Ottawa. 


? 


Ottawa, July 18th, 1912. 


The Commission resumed in the Railway Committee Room of the Senate, at 
11 a.m. 


, PRESENT :— 


Hon. Sir WILLIAM MEREDITH, Commissioner. 
FrANK BE. Hoperns, K.C. and JoHN THompson, K.C. representing 
the Dominion Government. 


~ 


GEORGE EDWARD MULLIGAN, Sworn, Examined by— 
Mr. Hoperns: Are you the proprietor of the Russell House in Ottawa? A. 


Yes. 
Q. You were I suppose in 1906, were not you? A. Yes. 
Q. Have you your hotel register of November, 1906, with you? A. Yes. 
Q. Let me see it? A. (Produces). 
- Q. This stops at November, 28th, have you not the one succeeding that? A. 
es. 
Q. Where is it? A. Down at the hotel. 
Q. Why was it not brought up? <A. I supposed that was the only one you 


wanted. 
- Q. I want the other one? A. I will send for it. The reason why that book 

did not come up I am asked something I do not know anything about. 

Q. You refused to let Mr. Thompson go over the books? A. I refuse to 
let anybody go over our books. : 

Q. If you had allowed him to indicate—? A. Mr. Thompson might have 
indicated to me and I would have brought whatever he wanted brought. 

Q. Have you sent for it? <A. Yes. 

Q. You have Mr. Peter Ryan registered I see on the 28th? A. Yes, sir. 

Q. And Mr. James Pearson? <A. Yes; we have quite a few from Toronto 
there on that date. 

Q. I suppose that would indicate his arrival in the morning would it not? 
A. Yes, sir. 

Q. There is no room number? A. No, he did not have a room. 

Q. How do you know? A. It would have said in that column. 

Q. This does not indicate he had a room? A. No, he had no room. 

Q. Was Anderson with him? A. That I am not in a position to say, I do 
not know. 

Q. Who came with him? A. I do not know that anybody came with him. 
Mr. O’Brien is coming up here, I have sent him after that book and he will be able 
to give you more information on. that point than I. | 

Q. Is that “E.P.” after hisname? A. That means European. 
A Q. Have you rooms A. B. C. D. and so on, as well as numbered rooms? A. 

O, sir. 

Q. I suppose you know Peter Ryan? A. Very well. 

Q. Was he in the habit of staying at the hotel when he came down? A. 
Yes, sir, I have never known him to stay over night except once in my life I think; 
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he used to come in in the morning and go out on the late train. Our cash book 
does not show that he paid us anything on that date. On the European plan he 
would pay as he got his meal, the cheque would be handed him after he had his 
meal and he would pay the cashier and it would not appean in the cash book. 

Q. I thought you had a system under which you could sign a cheque there? 
A. Yes, in that case that check is brought to the office and charged up to his 
account. 


Q. Look and see what his account shows? A. I can tell you what his 
account shows; it does not show in this book; I will have that brought up for you. 

Q. What book is that you have? A. This is the cash book; it is merely 
transferred in our transfer ledger with European plan marked after it with no 
room attached to it. 

Q. What book is this you have got? A. This is my cash book; I have sent 
for the other book. 

Q. Will you send for the ledger? A. Yes, sir. 

Q. Now, let me look at the cash book? A. Yes; his name would not 
appear there if he paid for his meal in the restaurant unless he signed a check 
which the transfer ledger shows he did not do. 

Q. Do you find him on the 29th or 30th or did you look? A. I did not 
look. | 

Q. Your hotel is, and was at the time, a resort was it not for almost every- 
body that comes down? A. Well, we had up to the present time— 

Q. A great meeting place? "A. Yes. 

Q. Do you remember what Mr. Ryan was doing that day at your hotel? A. 
No, sir, I do not. 

Did you see him at all? A. Of course I have seen him quite often, but 
I would not remember that particular date. 

Q. You have no recollection whether he was there for a day or two days? 
A. None in the world except just what the book shows. 

Q. Would you know when Mr. Hunter. who is registered the same day, went 

up—do your books show? A. Yes, sir. 
. Q. This one or the ledger? A. The ledger will show. 

Q. The same with regard to Travers? <A. Yes. . 

Q. Could Mr. Ryan have the use of a room of he wanted it? A. I suppose 
he could, but it would be assigned to him on the book. 

Q. He was well known? A. Yes. 

Q. If he wanted a room without your charging for it he could have had it? 
A. We would charge him for it. 

Q. Just for the temporary use during the day? A. Surely, he might throw 
some person out of a room that day; all hotels charge. 

Q. Iam speaking of your hotel? A. Yes, of course if he wanted it for five 
minutes or so to wash he might get it; if he occupied it for any length of time he 
would have to pay for it, and it would show on our cash book. 

Q. Had you any ouests) on that day who had rooms who were not registered? 
A. I prefer your asking that question of Mr. O’Brien, because he would know 
better than I do. 

Q. What is your knowledge of it? A. I could not say, I do not know, they 
did not get them through myself. 

Q. It is possible there may have been some, if so O’Brien will know? A. 
O’Brien will know if they had. 

_ Mr. CoMMISSIONER: Who is F. W. Grant, of Midland? A. I do not know 
him. 

Q. Who is J. T. Johnston, of Toronto? A. I think he is a travelling man}. 
my room clerk looks after that book and he will know. 

Q. George Anderson, don’t you know him? A. No. 

Q. What does room 7 mean in pencil here? A. Sample room. 
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Q. That would indicate he was a commercial traveller? A. Yes. Those 
figures were made by Mr, O’Brien. I guess I do not know Anderson. I think 
Anderson was afterwards connected with the Rea Co. over here, I think that was 
the man. 

Q. Is he a tall black haired man? A. No, he is a red haired man. 

Q. Who is George Ross, of Toronto? <A. That might be the Hon. Mr. 
Ross. 

Q. No, he is George W., room 135; probably Mr. O’Brien may be able to 
tell. There was George Ross, the Post Office Inspector, would it be he? A. I do 
not know. , 

Q. What does that tick mean in red ink? A. That means likely he did not 
want a room when he came in, and they just ticked it off. 

Q. What do these figures 30 and 25 mean? A. ‘That means rate. 

Q. The ratey vary? A. It is a private mark of our own. 

' Mr. Hopetns: Do you ever have auction sales of timber limits? A. Yes. 

Q. Is that of frequent occurrence? A. It was a few years ago, more so 
than to-day; because any limits that are sold around here as a rule are sold in our 


place. 
Q. Where do they sell them? A. From the stairs as a rule, or just from 
the lobby. 


Q. Just outside the office of the hotel? A. Years ago when we had big stairs 
- in the office there in the lobby they used to sell them from the stairs; the last 
couple of years they stand on a table in the lobby. 

Q. Did you make any charge for selling in there? A. No, sir. 

Q. You let some one come in and not even pay for a room and use your 
hotel to sell limits and not charge them? A. Yes, it is an attraction, it brings 
a lot of people there. 


WILLIAM §. CALVERT, Recalled: 


Mr. Hoperns: I do not think when you were examined before [ asked you 
whether you knew Mr. Peter Ryan? A. Ido. 

Q. Have you known him for a long time? A. For a number of years; I 
do not remember when YI met him first. 

Q. He is registrar of East Toronto? <A. Yes. 

Q. A well known politician Iam told? A. Well, I do not know in regard 
to a well known politician, I do not know that he has ever run as a member. 

Q. You live in the west of Ontario and we had a gentleman from there who 
said he did not know Mr. Ryan and never heard of him? A. I read that in 
the paper the other day. 

Q. You would not go that far? A. No, I know Mr. Ryan very well as a 
friend. 

Q. He was a politician although he did not occupy a seat in Parliament? A. 
i understood he used occasionally to speak on the stump. 

Q. I think you could safely go that far? A. Yes, while I never heard him. 

. Did Travers know him before he met him in Ottawa? <A. I have not 
the slightest idea whether he knew him or not. 

Q. He says you introduced him? A. I saw by the papers that he had asked 
me to introduce him to Mr. Ryan, whether I did or whether I did not, I have not 
the slightest idea, because I have introduced many a man and I do not know whether 
I introduced him or not, I have no recollection of it whatever. 

Q. What Travers says at page 1660 is this: 
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“Q. Mr. Calvert says he only met you when he presented the letter of intro- 
duction to him? A. He is mistaken about that, because we were in the Russell 
House together and he introduced me to several people.” 7 

“Q. Introduced you to Mr. Ryan? A. Yes, that is my recollection.” 

Witness: My recollection of that would be that that would be after the intro- 
duction. I do not remember of ever seeing or hearing of Mr. Travers, I may have 
heard of him, because he says he wrote to me—but I do not remember anything of 
the man at all until he brought the letter of introduction; I had nothing in common 
with him, and consequently I knew nothing of him in particular. 

Q. You think if you introduced him to anybody it would be after he pres- 
ented his letter of introduction? A. I would think go, because I have no recollec- 
tion of ever meeting the man before, and if I did introduce him I would simply 
introduce him in a casual way. , 

Q. That wes at the Russell House; he also says he was in No. 16 Committee 
Room with Mr. Calvert after that, and was introduced to fifteen or twenty? A. 
I do not know what he would be doing in 16; I do not remember him in connection 
with the charter at all. 

Q. What do people do in 16? A. Simply as people would come in here 
and chat with their friends. | 

Q. Whatisroom 16? A. Right off the House of Commons. It is the Gov- 
ernment Members room. No. 6 is the Conservative room; nothing in that any 
more than friends stepping in and chatting with other people. 

Q. Iam only getting your recollection as contrasted with Travers; would he 
be right in saying that he was in that room and he was introduced then by you to 
fifteen or twenty? A. Ido not suppose for one moment I would take the trouble 
to introduce Mr. Travers to fifteen or twenty members; he may have come in there 
and I may have introduced him; at that time I suppose Mr. Travers was looked 
upon as the coming man in connection with the Farmers Bank; he had been in 
Hamilton a good many years and I suppose had a fair reputation, and I knew 
nothing of him; naturally you would say “ This is Mr. Travers.” 

Q. You had charge of the bill? A. I had charge for Mr. Urquhart and 
the provisional directors. I did that in many cases. 

Q. You say he would be looked upon as the coming man? A. I presume 
if he came down representing the Farmers Bank as being introduced by Mr. 
Urquhart and probably—I do not remember what the letter said, but I presume it 
was giving me to understand that he was likely to be the manager of the bank, I 
suppose we would look upon him as a man of some standing. 

Q. You had a room at the Russell House? A. I was at the Russell House 
probably in the neighborhood of 14 years on and off. 

Q. You had a room there at the Russell House at this date? A. Yes. 

Q. What was the number of it? A. I have had different rooms; I fancy 
at that time I had room 80, I am not just sure. I occupied room 80 for quite a 
while, and I fancy it would be at that time. 

Q. Did he present his letter of introduction to you early in the day? A. In 
the morning a boy came to my room. 

Q. With the letter? A. No, with his card I fancy, or told me a gentleman 
wanted to see me, I cannot remember exactly, and I said “ All right, I will see him 
shortly”. I was getting ready to come up to the House of Commons and [| said 
“T will come down and see him when I am ready”. And I came down to the 
rotunda and met the gentleman and he gave me the letter of introduction; that is 
my recollection of it. 

Q. The letter did not accompany his card? A. I do not think so; I cannot 
just remember but my impression is he handed me the letter. I said “ All right, 
Mr. Travers I am going up to the House,” and on the way up Mr. Fielding the 
Finance Minister was in the building, and we walked across here and the messenger 
was at the door and he said Mr. Fielding was not in, but he will be in shortly. We 
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stood there perhaps three or four minutes, there were one or two other gentlemen 
standing there at the time and Mr. Fielding came in and I introduced him the 
ordinary way as I would anybody else. 

Q. Just as Mr. Fielding came in? <A. Mr. Fielding came in, we just met 
him at the door and I told him, I fancy we stepped into the door, and I introduced 
Mr. Fielding to Mr. Travers, and my recollection is I came up here to the House. 

Q. ‘Travers arrived on the morning of the 28th that would be the day? A. 
J do not remember the day. 

Q. When was it you introduced him to people in the Russell House, later on 
in the day? A. I do not recollect of introducing him to any person in the 
Russell House; if I did, it was in the most casual way. 

Q. Did you meet him after you had left him with Mr. Fielding, did you meet 
him again? <A. I have no recollection of meeting him because I had no interest 
in it, I was not interested at all further than to please Mr. Urquhart and the gentle- 
men connected with it. 

Q. Did you have any communication from Travers after you left him at the 
door of the Finance Minister’s room? A. Not that I remember of. 

Q. Possibly you may have seen him? A. I may have seen him, but it was 
simply a matter of routine business with me, and whatever I did, I did it in the 
ordinary way. and of course J do not recollect of having seen him. 

Q. You have told us that? A. I do not recollect of having seen him at all. 

Q. Did you hear from him afterwards? A. I do not remember hearing 
from him; I might have but I do not remember. 

Q. Did you meet W. H. Hunter? A. Ido not think I know Mr. Hunter; 
I cannot place Mr. Hunter. : 

Q. Did you see Mr. Fielding afterwards and ask him what he had done for 
Travers? A. I don’t think I did. I do not remember of having done so. 

Q. Mr. Travers I suppose had explained what he wanted to you? A. The 
letter said he came down for that purpose to get the certificate for the Farmers 
Bank I presume. 
| Q. He was in a hurry to get it? A. I suppose he was. 

Q. Having introduced him? A. He had only a limited time to get it, we 
only gave him six months, and I do not remember when the six months would be up. 

Q. In January? A. Well, he got the certificate in November. 

Q. Did you never have curiosity enough to ask Mr. Fielding afterwards? A. 
I never asked Mr. Fielding as I did hundreds of things and hundreds of times, 
various things; I was not interested in it particularly further than a public man 
to give them the legislation that I presumed was correct. It was a bill called the 
Farmers Bank, and I was a little interested that it would not be turned down, 
‘ because I would not want it to be said that we turned down a bill of farmers and 
we gave it to somebody else. | 

Q. I suppose that mofive would operate in the face of opposition to the 
granting of a certificate? A. It would what? 

Q. It would operate, if there was opposition to the granting of the certificate? 
A. Operate to give it to them? 

- Q. Yes? A. If it was correct they were entitled to it. 

Q. Did you tell Mr. Fielding that? A. I told Mr. Fielding that; my 
recollection of it is if it is correct then they are entitled to it, and not if it is not. 

Q. Had it been a matter of discussion whether or not it would be advisable 
or inadvisable? A. Not with me. | 

Q. To turn down the farmers’ application? A. No, no discussion with me. 

Q. Mr. Travers represented the farming element in seeking a bank? A. I 
do not know that Mr. Travers was taken into consideration particularly at all. 

Q. It was the farming element? A. No, it was the gentlemen promoting 
the bill in the first place, and they seemed to be good men. 
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Q. Who were they? A. The provisional directors, and Mr. Urquhart as 
their solicitor. 

Q. Who were they? A. Mr. Fraser, Dr. Ferguson and the other gentle- 
men; I presume they were all good men. 

Q. Did you get a note from Mr. Travers after his interview with the Finance 
Minister? A. I do not remember any note. 

Q. Did you get any envelope from him? A. No. 

Q. Did you ever see any envelope addressed to Peter Ryan? A. No, 
directly or indirectly in any shape or form, or anybody else in connection with 
anything of the kind, and such a suggestion was never mentioned to me or by me. 

Q. What suggestion ? A. About giving an envelope or a cheque or anything 
of the kind. 

Q. Was any contribution made by Travers to the party funds? A. Never 
that 1 knew of, never known to give a nickel. 

Q. Would you know if he had? A. I might not know. - 

Q. Did you introduce him to Mr. Emmerson? A. Not that I know of; 
do not remember introducing him to anybody but Mr. Fielding; if I did it was a 
most casual thing. 

Q. Were you advised by Mr. Fielding when the certificate had been issued ? 
A. Ido not think so, no. 

Q. Or by Mr. Boville? A. No; do not remember of them ever advising me 
in connection with it at all. Why should they? 

Q. I did not know whether you had interest enough to ask? <A. I do not 
think I ever asked. 

Q. Were you consulted after Sir Edward Clouston’s letter was received by 
the Department? <A. No. : 

Q. Were you advised of it? A. No, knew nothing of it until I saw the 
evidence. 

Q. Were you ever advised that Mr. Leighton McCarthy had protested against 
the issue of a certificate? A. No, not advised. 

Q. Never heard of it? A. Saw it in the papers. 

Q. Did you discuss that phase of it with the Finance Minister?: AvivNo: 
Mr. Fielding did not discuss those things ; ; he generally dealt with them himself. 

Q. Or Mr. Boville? <A. No. 
Q. Or any one in the Department? A. No one that I remember of. 


Mr. George HE. Mulligan produced the register of the Russell House, beginning 
the 29th November, 1906, and also the ledger. 


JOIN O'BRIEN, Sworn, Examined by— 


Mr. Hopetns: You are the room clerk? A. Yes. 

You were also room clerk in 1906? <A. Yes. 

We find on the 28th November Mr. Ryan’s name there? A. Yes. 
Who did he come with? A. I could not say. 

I suppose you know him? A. Yes. 

He is a frequenter? <A. Yes. 

Always comes there when he is down? A. Yes. 

You knew him pretty well? <A. Yes. | 
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Q. What time does that indicate that he arrived? A. I could not say 
that; it 1s somewhere in the morning, but I could not say what time. 

Q. You see “L” stands for lunch opposite his name? A. That is for 
lunch. 

Q. And it would look as if he had not come in early to breakfast? A. No. 

Q. Why did he register if he was not taking aroom? <A. The majority of 
people do that in case anybody should inquire for them or any telegrams come for 
them we would know they are there. There are a lot of people registered who 
did not have rooms. 

Q. Did he have aroom? A. No, sir. 

Q. How can you tell? A. There is no room marked off. 

Q. He might have had a room and not be,marked down? A. Not asa 

tule, we do not do that. 
; Q. He was auctioning off some limits and you did not charge him for the 
use of the hotel rotunda, would not they give him the use of aroom? A. No, the 
ledger shows too he did not have a room; here it is here. a 

Q. Under what date? <A. The 28th November. 

Q. Why is his name entered in this ledger? A. We always put them through 
because we have to copy the names off there. 

Q. What do the entries indicate? A. This is the room and this is the 
arrival and this is the departure. 

Q. What is the departure? A. He did not have anything, we marked him 
off. 

Q. You do not put down any date, you just put a couple of strokes? A. 
Yes; that stands for European. | 

Q. Look him up on the 29th and 30th? A. He is not registered on the 
29th or 30th in this book. : 

Q. What do these marks indicate in that register opposite his name? A. 
“i. P.”, European; we marked him off as not staying over night. 

a a You do not find him there on the 29th or 30th, according to the ledger? 
c= No. 

Q. What was Mr. Calvert’s room at that time? A. He had several rooms 
there; I cannot just tell you offhand what room he has had. 

Q. Look on the 28th? A. It would not show in here because he has been 
a regular boarder. 

Q. Do not you keep a list of the regular boarders in any book? A. Yes. 

Q. He thinks it was 80? A. He has had 80 and 146 for years. 

Q. Would you look at W. R. Travers on the 28th or 30th; tell me when he 
arrived? A. He arrived on the 28th. 

Q. Tell me when he left? A. He left on the Ist December. 

Q. Would that be the evening of the Ist? A. It might be the evening of 
the Ist; on the European plan we charge for the night only; we have him marked 
out on the morning of the 1st December after breakfast. 

Q. Would that indicate he left by the morning train for Toronto, having 
slept the night, November 30th? A. He slept the night of the 30th. 

Q. Do you find W. H. Hunter registered and what date did he leave? A. 
.He did not stay over night; he did not have a room either. : 

. He was there on the 28th, apparently left that night? A. Yes, sir. 

Q. Was Mr. Emmerson a guest at that time? A. I could not say, sir. 

Q. Would the ledger show? A. No, they would not show the permanent 
people. 

Os 1t he was a transient guest? A. No, sir. 

Q. I suppose you recall Travers, you know him? A. No, I do not. 

Q. Was not he there more than once after that? A. He might have been, 
but it is so long ago that I do not remember. 
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Q. Do you know Mr. Hunter? A. Yes, sir. 
Q. Quite sure you do not know and did not know Mr. Travers at that time? 


ean INO, 


Q. He stayed three days in the hotel? A. We had quite a few people there, | 
and unless he was coming back and forth all the time we would not know him 
very well. 

" Q. He has said this, that he got from somebody at the desk in the hotel the 
room number of what he was told was Mr. Peter Ryan’s room, and that he handed 
in a letter with that room number on it addressed to Peter Ryan, Esq.; have you 
any knowledge of that? A. No, sir. 

Q. Supposing that took place, what would you do with the letter? <A. If 
he sent it in a letter addressed to Mr. Ryan and Mr. Ryan had not a room we would 
give it to him as soon as we saw him; that is the reason they register. 

Q. If he had not a room and a letter was handed into you addressed to Peter 
Ryan you would keep it and endeavor to get him as soon as you could? A. Yes. 

Q. If it had a room number on it, say Peter Ryan, room 300, and you being 
room clerk knew he had not a room what would you do with it, send it up to the 
room? <A. No, we would keep it at the office because we would know he had not 
a room. 

Q. You know Mr. Calvert? A. Yes, sir. 

Q. Did Mr. Ryan say anything to you about him? A. No. 

Q. Make any inquiries about him? A. I do not remember. 

Q. Mr. Calvert says Mr. Travers’ card was sent up to his room in the morning 
of that date, and he came down and was presented with a letter? A. I do not 
remember that. | 

Q. Had any people at that time rooms who were not registered? A. Not to 
my knowledge; we always make them register before we give them a room. 

Q. Sometimes it is inconvenient for some people to be on the register, is it 
not? A. They have to register for a room. 

Q. A man coming there to stay there permanently? A. They do not 
register, people like that who have the rooms by the month they do not register. 

Q. So that there may have been people there who are not on the register who 
had rooms? <A. Yes. 

Mr. CoMMISSIONER: Who is George Anderson? A. He is a traveller from 
Toronto. 

Q. Did he come with him? A. He came in at the same time. 

Q. By the same train probably? <A. Yes. 


THOMAS C. BOVILULE, Recalled by— 


Mr. Hopeins:. You were examined before? A. Yes. 

Q. And owing to something that Travers has stated I want a little further 
information from you; he says the actual subscriptions for these shares were sent 
down to him in Ottawa; you know what I mean, the subscriptions signed by the - 
individual shareholders agreeing to take shares, which would be signed throughout 
the country and collected in the office of the Farmers Bank? <A. Yes. 

Q. And he said those were sent down to him while he was in Ottawa, and, he 
went over those, as I recollect his evidence, or some of them, with the Minister ; now 
I want to know whether you ever saw them? A. No. 

Q. What he says is this, page 505: “Q. Did he ask you— that is speaking 
of Mr. Fielding—to see any of the subscriptions. which you had sent down A. 
No, he did not, because I am under the impression that Mr. Boville or Mr. 
Roville’s assistant looked at some of them; I remember taking them over. 
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“Q. They are all here, a pretty large bundle? A. Yes, but they were not 
in that shape; we had them all in condensed form. 

“Q. So that is was possible to carry them about? A. Yes. 

“Q. What is your recollection of any one in the Finance Department looking 
at them? <A. My recollection is I think it was Mr. Boville”. 

WITNESS: No, I never saw, them; the only document with regard to the sub- 
scriptions which I have at all any recollection of seeing was the list of subscrip- 
tions attached to the affidavit, not the original subscriptions but the list as attached 
to the affidavit. 

Q. He put the date at which he thinks you saw them the second day after 
Hunter left, which would be the 30th, that would be the day on which the certi- 
ficate issued. On page 506: 

“Q. And as you got your certificate on the 30th, I suppose if Mr. Boville 
saw those subscriptions he would have seen them on the 30th? A. On the 
morning the first time I went over. 

“Q. Is that the morning you went over and just saw Mr. Fielding for a mo- 
ment and was put off till the afternoon? A. Yes. 

“Q. You took over your subscriptions with you? A. Yes, that is my re- 
collection. 

“Q. Who asked you to show them to Mr. Boville? A. I do not think any- — 
body asked me, I was speaking to him as I passed in and laid them down. 

“Q. You said, you laid the subscriptions down when you were speaking to 
Mr. Boville; what did you do that for? A. I just invited him to look at them”. 

Then later on: “A. When we went in the first time we showed everything 

to Mr. Boville, all our notices and affidavits and everything ”. 
| Then on page 507 he says: “I am positive that we looked at two or three of 
‘those subscriptions ”’. 

Wrrnuss: I have no recollection whatever of any of those original subscrip- 
tions having been submitted to me. 

Q. Would Mr. Ross by any chance have seen those subscriptions if they were 
down there? A. What date was this, 1906? 

Q. Yes? A. I do not think Mr. Ross was appointed at that time. 

Q. He said that in his conversation with the Finance Minister there were 
specific discussions with regard to some of the subscriptions, and that he made an 
‘explanation that certain subscriptions of the list should really have been taken off, 
and that there was no provision in the Bank Act to take them off, that he had to 
put on Lindsay’s subscription to make a larger amount? A. I have no recollec- 
tion of anything of that kind. 

Q. The Lindsay subscription was a $50,000 subscription? A. Was a large 
one, yes. 

Q. And he thinks that was discussed? A. Yes. 

Q. At page 508 he puts it this way: he speaks of Mr. Fielding’s interview, 
then he says, “ Mr. Boville’s was very different altogether. I saw Mr. Boville as I 
passed through in the first place; I had no discussion whatever with Mr. Boville 
_ regarding any subscription, that list, or anything about the subscriptions, but I 
_ had the second day when I went in; he looked at them but did not pay very much 
attention to them, that is my recollection of it. 

en Ty order to make it quite clear you went into Mr. Boville’s office with 
the subscriptions? A. The second day. 

“Q. The day you got the certificate? A. The day I got it, yes. 

m0 Did you discuss any subscriptions with him? A. No 

Then a little later on. he said: “ We deposited the list and the papers in the 
first place, and the second day I went there I laid the ae down. I 
thought they would look at them while I was away. 

“Q. Did you tell him what they were? <A. Yes”. 

Then he says you could not help seeing them? 


682 REPORT OF COMMISSION 
3 GEORGE V., A. 1913 


WitNEss: I have no recollection of the original subscriptions whatever. 

Q. Did the Finance Minister, Mr. Fielding, discuss with you any individual 
subscription? A. I think our discussion was rather on general lines, that the 
subscription list was a large one and seemed fairly well distributed, but I have no 
recollection of the discussion of any particular subscriptions. 

Q. He says he discussed specifically with Mr. Fielding the $50,000 subscrip- 
tion of Lindsay; did Mr. Fielding discuss that with you? A. I have no recollec- 
tion whatever of a discussion of that kind. 

Q. Travers further says that he had three interviews with the Finance 
Minister; are you able to say whether that is in your knowledge or not? A. I 
could not definitely state as to the number of interviews; I knew there were some 
interviews. 

Q. Did Mr. Travers mention to you the Laidlaw subscriptions which were 
the subject of a suit? <A. No. 

Q. Did you discuss them with him at all? <A. No. 

Q. Did Mr. Fielding mention it to you? A. No. 

Q. Or any other individual subscription? A. No. 

Q. He says there is no doubt that Mr. Fielding had been communi- 
cated with and spoken to by numerous people about the list, were you one of those 
who had informed Mr. Fielding at all? <A. No. 


Q. How did it come that that letter was written asking for the individual : 


amounts paid on the various subscriptions? A. On account of these floating 
rumors which have been referred to before that it was possible that the directors 
may have been endeavoring to obtain advances from the banks to make up their 
$250,000 we wanted to make certain whatever money came to us in the shape of a 
deposit came legitimately from the subscribers. : 

Q. Very shortly before Travers came down that letter was written? A. Yes. 

Q. That was written anticipating an application? A. Yes. 

Q. He brings you down the list showing you the subscriptions, the individual 
amounts paid apparently? A. Yes. 

Q. And then it is that he says Mr. Fielding, and it seems natural although 
Mr. Fielding denies it, that inquiry would be made as to the individual subscrip- 
tions; did you make any inquiry? A. No, we relied on the affidavit. 
Q. If Mr. Travers is right in saying he spoke to the Minister—the Minister 


denies it of course—at all events as you know you were not communicated with by 


either Travers or Mr. Fielding? A. No. 

'  Q. He said that in discussing the Laidlaw subscription he pointed out that 
there was nothing to permit him to take them off the stock list once they were put 
on there; that is a peculiay question, and if it came up I fancy you would remem- 
ber it? A. I fancy it would stay in my mind. 

Q. Do you remember it at all? A. No. 

Q. Had you discussed that with Mr. Fielding in a general way apart from 
any specific reference to the Laidlaw subscriptions? A. No. 

Q. Did any telephone message come on the 30th before the certificate was 
issued from any one regarding the issue of the certificate? A. Any telephone 
message ? 

Yes? A. Of what nature? 

.Q. Objecting to it being issued or saying that the letter was on ie way? 
A. No. 

Q. No telephone from the Bankers’ Association? A. No. 

Q. None from Sir Edward Clouston? A. No. 

QQ: Or- Mr. Knight? > As Ne. 

Did you discuss at all with Mr. Fielding what he and Mr. Calvert have 
mentioned, the fact that this application was made on behalf of the farmers prac- 
tically, and that they did not want it said that they had turned down the applica- 
tion? A. There may have been some conversation of that kind, but not a dis- 
cussion. 
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Q. Were you present at any of the discussions between Travers and Mr. 
Fielding? A. I may have been called in by Mr. Fielding for a few minutes, it 
is quite possible. 

Q. Have you any definite recollection? A. No definite recollection. 

Q. Could not say what occurred? <A. No. 

Q. The Ministers Budget speech had been delivered as far as I can make out 
on the 29th November? A. Yes. 

Q. And the 28th was the day Mr. Hunter and Mr. Travers were in Ottawa? 
A. Yes. 

Q. And if they came in apparently they did not see Mr. Fielding? A. No, 
I do not think they would because he would be very busy in his preparation, see 
nobody. 

Q. Mr. Calvert’s recollection is that he introduced Travers to Mr. Fielding 
on the 28th? A. It may be, but it is not likely Mr. Fielding would be interrupted 
in the preparation of his Budget. 

Q. You think he would be busy? A. Yes, rather. 

Q. Then you would be the one that he would naturally communicate with? 
A. Probably left his papers with me on the 28th. 

Q. Was he conscious of any hitch on the 28th? A. No other hitch than 
any hitch that would arise out of my letter to him with regard to the subscriptions 
from each individual shareholder. 

Q. Did he deliver those to you on the 28th? <A. Yes. 
| Q. After looking at it as you did, did you say anything to him about it to 
lead him to think there was a hitch? A. No, I do not think so. 

Q. Was there a hitch? A. There was not any hitch; the papers seemed to 
_be in order; the list of subscriptions seemed to be fairly large and widely distributed, 
and on the face of it there apparently was not any hitch. 

Q. You sent it over to the Deputy Minister of Justice the same day accord- 

ing to the letter? A. Yes. 
| Q. That would not have been done if you had not been satisfied with the list? 
A. No, we would have held that for discussion. 
Q. Did any one speak to you on the 28th and urge you to help it through ? 
A. Urge me? 
| Q. Yes? <A. No. 
Q. Or say to you, help it through? A. I have no recollection of any one 
having said anything to me of that ee with regard to Bee. through the 
certificate. 
a Q. I am not suggesting there was anything improper in that; did any one 
in a friendly way say to you “ Now, here is this man down, help it through ea bee Ae 
I have no recollection of anything of that kind. 
z Q. Did you have any talk with Mr. Calvert on the subject? A. I have no 
recollection of a conversation with Mr. Calvert; I may have met him on the street 
casually ; I have no recollection of him coming to the office specially. 
i Q. Or any of the Ministers? A. No, no recollection of any Minister having 
mepoken to me with regard to it. 

Q. Nor any one else? A. No; I think the negotiations were between Mr. 
BVielding and myself altogether. 

‘ Q. You say the 28th and 29th and 30th were the three days and only the 
three? <A. Yes. 

E Q. You do not recollect any one at all speaking to you? A. No recollection. 
3 Mr. Commissioner: What day was the 28th? A. The Budget speech would 
probably be delivered on a Thursday ; it was delivered on the 29th. 

le Mr. THompson: Wednesday was the 28th November, 1906. 

ie Mr. CoMMISssIONER: Have any regulations been passed as to what is to be 
R ‘done in order to obtain a certificate? A. No regulations have been passed. 

_ Q. None have been passed up to this date? A. No. 
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Q. You simply act upon the provisions of the Bank Act? A. Yes. 

Q. How far is that a matter of routine before it reaches the Treasury Board 
or the Minister, departmentally, if I may use that expression? A. The various 
clauses of the Bank Act—what would probably be done, the various clauses of the 
Bank Act leading up to the granting of the charter would be taken, the notice in the 
Canada Gazette would be checked to see those were correct; the deposit would be 
examined to see that that was correct; the various steps, the election of directors and 
so on would be verified in whatever manner seemed best to us by affidavit or other- 
wise, but we satisfy ourselves that the various steps required by the Bank Act are 
taken ; the duty is sometimes subdivided. 

Q. That is primarily your responsibility? A. Yes. 

Q. If the papers appear in order what is the next step? A. Then I would 
advise the Minister of Finance that the Department had gone through the papers 
and that they seemed to be in order, were apparently to us in order, and await his | 
further instructions. 

Q. Is there any certificate given by you or by any officer that the papers are in 
order? A. Not always; sometimes an officer will certify he has gone through 
the papers, and sometimes he will report verbally. 

Q. Does the officer assume any responsibility for examining the list in order to 
determine whether it is a good list of shareholders? A. No; I myself would look 
through it and gather generally whether it is a good list. | 

Q. For what purpose? <A. Simply for advising the Minister that the list — 
was widely spread. | 

Do you assume if it was not a satisfactory list the Treasury Board might — 
refuse to grant the certificate? A. By all means. 
That you understand to be in the discretion of the Board? A. Yes. 
The letter that Mr. McCarthy had written had been withdrawn? A. 
Yes. 
You treated it as if it had never existed? A. Yes. 
Do you not now see that that was probably a mistake? A. Oh, yes. | 
The letter contained two branches, one of which contained information as 
- to the. discounting of the notes, and the other the complaints of his clients? A. — 
Yes. 

Q. So that as far as the discounting of the notes was concerned that remained, 
although the documents were withdrawn? <A. Yes. . 

Q. But I suppose that escaped observation? A. That was off-set, sir, by © 
the very clear and distinct affidavit. : 

Q. You had the affidavit? A. Yes. 

Q. You spoke about a letter you wrote to Travers? A. Yes. 

Q. I do not see it among the papers; what date was that? A. It should be © 
there ; it would be a week or two before that. 

Mr. Hopains: November 21st is the date. 

Mr. Commissi0nErR:. Is that this letter of November 21st, 1906; “ Referring — 
to your letter of the 23rd October, making a deposit under section 13 of the Bank 
Act of the sum of $250,000, I have no doubt that you will be applying very shortly 
for a certificate under section 14 to commence business. In the papers to be ae 
mitted to the Board in support of the application there is a list of bona fide sub- — 
scribers ”—I suppose that meant there is to bea list? A. Yes. ’ 

Q. “ There is a list of bona fide subscribers of capital stock of the bank show- — 
ing subscriptions to the extent of $500,000. Would you be so good as to have added — 
to this list for submission to the Board a statement showing the actual amount of — 
cash paid up by each subscriber”. ‘That last paragraph, what led to that? A. ; 
These statements that were spread abroad. . 

Q. I see in a letter you wrote to Mr. Clouston on the 3rd December you say: © 
“T previously had some conversation with Mr. Fielding, who was very busy in the © 
preparation of the Budget speech, with regard to this application. But on Friday 
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last, the day after the delivery of the Budget Speech, Mr. Travers, the General 
Manager had an interview with him. In the course of this interview that gentle- 
man gave a most positive assurance that ‘ Not a dollar’ of the amount deposited 
had been borrowed. For the purpose of record Mr. Fielding wrote Mr. Travers a 
letter, of which I enclose a copy, asking for the assurance that the amounts set 
forth in the application as having been paid in were in every case bona fide cash 
payments. I enclose a copy of Mr. Travers’ reply.’ 

é Were you present when the assurance was given by Travers or was that upon 

information? A. Probably upon the information of the Minister. 

Q. Who dictated the letter of the 30th November, the one that is referred to 
in that letter to Sir Edward Clouston, the letter to Travers; was that Mr. Fielding’s 
letter or your letter? A. Mr. Fielding dictated it, dictated by Mr. Fielding 
himself. 

, Q. I want to call your attention to the language of that letter and the lan- 
guage of the reply. After the early part of the letter which is not important: 
_ “There is a phase of the matter which I should like to bring to your notice so that 
- you may consider it at once. It has been represented to us that in some previous 
instances where an application was in all respects apparently regular, there was 
actually an evasion of the intention of the Bank Act in relation to the paid up 
capital. We have been told that in some cases the subscribers did not actually pay 
in cash, but gave notes to the provisional directors which were used to raise the 
money. On account of information of this kind, which has reached us in relation 
_ to a previous case, we deem it proper to scan very closely every application for a 
_ certificate which comes to us.” 
} Was not this in regard to this very application? A. That is Mr. Fielding’s 


dictation. 


| Q. Mr. Fielding apparently was in error about that, because it was in regard 
to that very application? A. He may have had information of some previous 
case. 
Q. But surely you know that what he would call his attention to would be the 
_ information about this particular case he was dealing with? A. I do not know. 
"i Q. Then he says: “I shall be glad to have an assurance that nothing of the 
kind has taken place”—perhaps that was a polite way of letting Mr. Travers 
-_ know—“TI shall be glad to have an assurance that nothing of the kind has taken 
place in relation to the subscriptions for the Farmers Bank, but that the amounts 
set forth in the application as having been paid up have in every case been bona 
fide cash payments”. That letter looks to me like a letter of a gentleman who did 
not know that any complaint had been made with regard to this particular one, 
_ because such things had occurred in other cases he was desirous of guarding against 
a similar thing happening? A. I would not like to interpret Mr. Fielding’s 
dictation, but I have no doubt he had in mind that application. 
; Q. Are you sure that Mr. Fielding knew or had present to his mind when he 
wrote that letter, Mr. McCarthy’s letter? A. I think so, yes. 
q . Perhaps I may qualify it,—not so much Mr. McCarthy’s letter as the general 
idea. 
: Q. Notice what Travers answer was and see it was no answer at all to the 
_ request; “In reply to your letter of the 30th November I have to say that in the 
case of the Farmers Bank of Canada the provisional directors did not raise the 
money in the way mentioned by you. You will find the statement put in by me 
absolutely correct as to the amount of the stock subscribed and the amount paid 
up.” He did not answer the question at all? A. Not quite. 
Q. The fact was, as we have found, that the money was raised upon the notes, 
the provisional directors did not raise it all, he raised it; that I suppose escaped 
notice? A. You must bear in mind that between the previous to the writing of 
that letter of Travers Mr. Fielding had a conversation with Travers. 
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Q. Would not that naturally make a man suspect? A. In view of the 
previous unconditional statement made by Travers in regard to the correctness of — 
the method of raising the money I presume that was lost sight of in the case of 
that letter. 

Q. I fancy if it had gone to the Minister of Justice’s Department they would 
probably have noticed the difference. They are not lawyers in the Finance Depart- | 
ment; and it was a very carefully prepared reply, as specious as it was brief? A. 
Specious, yes. 

Q. How did it occur to you or to the Minister that he would be key to get 
anything better to reply upon in the form of a letter when he had the sworn state- — 
ment of the man whose assurance he was asking for, one was under oath and the © 

other was not? A. I presume Mr. Fielding something to show he had taken— — 

Q. To put him on honor? A. Yes. a 

Q. Don’t you think a thing of this kind indicates that some examination - 
should be made by the Department at the source? A. That is what we do now; 
we have had cases since and we have. 

Q. You do not rely upon any affidavit? A. No. 

Q. You see at this time we really had no reason to suspect the bona fides on 
Mr. Travers other than any other general manager of a bank. : 

Q. Supposing he had frankly told you, “The provisional directors had ngiel 
of good farmers, $100,000 odd, they endorsed them without recourse to me, I was 
managing the whole thing, and they were handing it over to me, and I borrowed — 
upon my personal security, hypothecating these notes I borrowed. $80,000 which I 
applied to the credit of these men whose notes I held”, what would have been the — 
action of the Department. A. It would have been a “question then whether that : 
could have been regarded as a payment in cash, and probably we would have taken 
legal advice as to it. 

Q. Apparently there is no information sought as to what the picliainary 
expenses of floating a bank are? A. No, it had not been usual to ask for that. 
_ Q. It apparently cost about $41,000 to get this bank up to that stage? A. | 

es. 

Q. If you had been told that either ten or fifteen per cent of a premium had ; 
been paid to Travers and his agents for securing subscriptions for the stock and 
that that had been paid out of money of the subscribers, would that have made anya 
difference? A. The cost of collecting subscriptions? 

Q. Not collecting them but of getting them? <A. The agents douiniee ae 

Q. Yes? A. If the commission were fair and reasonable if we had the 
information we would not regard it as a very serious obstacle; of course if the — 
expense of organization is excessive it is a question to bring before the Board, the © 
Government; it is something they should know. | 

Oo suppose if this were to be done over again it would probably be in writing 
es ae objections were so that it could be in writing how they were disposed of 

es 

Mr. Hopcrns: I am asking this question at your own request? A. Yes. 

Q. Owing to what Mr. Travers has said, it appears that a sum of $3,000 was 
received by somebody, Mr. Travers being under the impression that the receipt of — 
that was going to help his getting the certificate through, did you get any part ye 
that? A. Absolutely and unreservedly no. 

Q. Do you know anything about any such sum of money or any sum of mance | 
having been used? A. Absolutely and unreservedly I have no knowledge of anyy 
such sum of money having been used in that way or any other way. 

Mr. Commissioner: ‘Travers himself said not. A. I would like to have 
it confirmed by better evidence. 
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JAMES BROUGH of the Timber Branch of the Department of the Interior 
was present, but was not sworn. The following discussion took place 
between Mr. Brough and Mr. Hodgins: 

Mr. Hopverns: I would like to know the amount that Peter Ryan offered by 


tender for these limits which he has mentioned on the 22nd January. 


Mr. BroveH: One cheque was $350 and the other $2,050. 
Mr. Hoperns: My recollection is there were four tenders by him that day 


copied in his letter book or it may have been three. 


Mr. BroucH: No, there were only two that day. 
Mr. Hopetns: Were any tenders put in Mr. Scott’s name or Mr. Pearson’s 


Mr. BrouacH: These were on behalf of J. G. Scott. 

Mr. Hoparns: Were there no others, only the two? 

Mr. BroucH: Yes. 

Mr. Hopains: On the 22nd January? 

Mr. Brove: The 23rd January. 

Mr. Hoperns: That is the date they would be received here. 

Mr. BroueuH: Yes; that was the date of the opening of the tenders. 
Mr. Hoperns: ‘Those were the only two, Ryan, Scott or Pearson. 
Mr. BroucH: Yes. 


Mr. Hopains: Mr. Ryan asked me to examine the Members of the Treasury 


7 Board; I have made some inquiries. I think if they had been convenient in Ottawa, + 
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I would have examined them to satisfy him, but I think at the present while he has 
not withdrawn the request, I do not think he is insisting upon it. Mr. Fielding has 
been examined and of course has covered the ground, and I do not think either Sir 
Richard Cartwright’s or Mr. Brodeur’s denial probably is necessary unless something 
more is said than has already been said. 

Mr. Commissioner: In reference to this $3,000? 

Mr. Hoperns Yes. I think I can fairly take the responsibility of not calling 
them. So that at present I have no further evidence to offer here. 

The Commission adjourned sine die. 


Toronto, December 12th, 1912. 
The Commission met at 11 a.m. at Osgoode Hall. - 
PRESENT: 


HonovurRABLE Sir W1LLIiAM MerepitH, Commissioner. 

Joun Tompson, K.C., representing the Dominion Government. 
Wiut1AmM LaiprnaAw, K.C., representing the Jeers 

W. C. MIKE, representing depositors. 


Tur Commissioner: Is there any further testimony ? 

Mr. THompson: ‘There is no further testimony; but there has come to my 
notice a letter written by the Deputy Minister of Finance dated May 2nd, 1907, 
which perhaps ought to be filed as an Exhibit. 

Mr. COMMISSIONER: Very well; I supe a copy of it is in the Return? 

_ Mr. THOMPSON: Yes. 
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Mr. COMMISSIONER: The Returns that were made in answer to this request 
are on file. 

Mr. T'HoMPsoN: Yes. A copy of a letter in reply to that, written by the 
general manager to the Finance Minister, was attached to it. 

Mr. CoMMISSIONER: Let them both go in together. 

EXHIBIT 91: Letter from T. C. Boville, Deputy Minister of Finance, to W. 
R. Travers dated May 2nd, 1907, and letter in reply from Travers to Minister of 
Finance, dated May. 11th, 1907. 

Mr. THompson: I have no further testimony to offer. | 

Mr. COMMISSIONER: Has anybody else any evidence to offer? Mr. Clarkson 
is there any information you can give that will be of any importance that we have 
not got from you? 

Mr. G. T. CLarKson: No, sir. 

Mr. CoMMISSIONER: No further light about that $3,000 cheque? 

Mr. THomMpson: You remember, sir, we adjourned to Ottawa and the clerks 
in the Russell House were examined, and they were unable to throw any light’ upon 
it. No new evidence has come to light since then. The chief clerk at the Russell 
House was to prepare a statement for me in connection with the people who had 
registered at the Russell House during certain days. I looked over that and there 
was nothing in that to throw any light upon the matter at all. 

Mr. Commissioner: ‘The cheque has not turned up. 

Mr. THompson: No. 

Mr. COMMISSIONER: There was no stub for any cheque of that kind. 
Mr. THomrson: No, sir. " 

Mr. CoMMIssIONER: Nor any entry. | 

Mr. THompson: There is a cheque of $3,000, but that is already on file. 


Mr. CoMMISSIONER: Let me see that one.. (Exhibit 60). This is January, 
some time after. 3 


Mr. THompson: Yes. | | 

Mk. COMMISSIONER: Was this charged to commissions? 

Mr. G. T. CuarKson: No sir, charged to fixtures and furniture. 

Mr. COMMISSIONER: Have we learned what the actual destination of the 
money was? . 

Mr. G. T. CLarKsoN: Mr. Travers, I understood said he got the money and 
cashed the cheque. I do not remember what evidence he gave as to the disposition 
of the money. 


Mr. CoMMISSIONER: I think Mr. Travers might be called and asked about 


this. 


W. R. TRAVERS, Recalled: 


Mr. THoMPson: One of the exhibits (Exhibit 60) is a cheque for $3,000 on 
the Union Bank of Canada, dated January 7th, 1907; was that the cheque that 
you deposited in Ottawa to some unknown person? <A. No, | 

Q. Look at that cheque, exhibit 60? A. I was unable to say what that was 
used for in my examination, and I cannot say. What I did say was this, that after 
this cheque was shown to me and I saw the moneys on the back of it I said it~ 
might have some connection with the other money but I could not say without 
seeing the date of payment of the other cheque. , 

Q. You told us you were expecting that $3,000 from Ottawa and had made 
provision for it? A. Yes. 

Q. I think your testimony was that when the cheque came in you collected — 
the funds and cashed it? A. I cashed it. This cheque was shown to me, I think © 
you will see in my evidence I said I was puzzled because the appearance of this — 
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money looked to me like the money I paid for that cheque; if I had the other 
cheque and I paid it on this date, I would almost be able to swear positively that 
was the money. 

Q. Your impression is you may have issued that cheque on the Union Bank 
to provide funds for the cheque which you gave in Ottawa? A. No, I did not 
say that; I do not know what this was used for; I think in all probability, at least 
it is possible, I changed the money I had in my desk, in my box, for that money; 
that is why I said if I had the cheque that, we might see where that was deposited 
and what bank, which would clear up the whole thing. 

Q. You are referring now to the proceeds of this Union Bank cheque? A. 
I do not know what that $3,000 was used for, the books do not show, paid to me. 

Q. Would the date of this Union Bank cheque be about the date on which 
you were expecting the $3,000 cheque from Ottawa? A. I could not say that; 
it seems to me too early; I think it was later than this. 

Q. You think the cheque from Ottawa came in after the Union Bank cheque? 
A. Yes, I think it came in later than this. 

Q. Did you give the cheque in Ottawa in October? A. I gave it on No- 
vember 28th. 

Q. I thought your testimony was to the effect that the Ottawa cheque came 
in about a month or six weeks after? A. Yes, that is what I said, about a month 
or shortly after the bank opened. | 

Q. Would not that correspond with the date of the Union Bank cheque? A. 
‘Very nearly so. 

Q. What is the date of the Union Bank cheque? A. This was January 7th, 

Q. If you were expecting a cheque from Ottawa in would not you likely make 
provision for it some time before? A. I did make provision for 1t some time 
before; I commenced making provision for it at once. 

Q. If the cheque from Ottawa came in about six weeks after you had issued 
it, that would be about one week after the date of the Union Bank cheque, would 
not it? A. I should say so, about that time; § cannot say exactly what the date 
was; I cannot positively swear to that. 

Q. My impression is you said the cheque came in about six weeks after? A. 
Yes, about a month or six weeks I think I said. 

Q. And the Union Bank cheque is dated about five weeks after? A. Yes. 
I cannot say that that cheque was issued for the purpose of taking up the other 
cheque that I left in Ottawa, but in seelng that money on the back, as I said before, 
it gives me the impression that that is the money I used. If I had the other cheque 
to fix the date of the payment, and it was the date, then I would be quite sure of it. 

Q. Did you meet Mr. Peter Ryan in Ottawa the first day you arrived? A. 
J did. 

Q. Was it the day or the following day you placed the cheque for $3,000 in 
an envelope? A. It was on that day. 

Q. The same day? A. Yes, that is my recollection, that it was that very 
day, that very night. 

. Do you remember on what bank the cheque was drawn? A. On the 

Traders Bank. 

Q. Was it one of the three cheques sent you by Fitzgibbon? A. No, it 
could not have been; I did not get those for two or three days afterwards. I had 
cheques in the office in my possession on every bank, so that if shareholders came 
in to make their payments on their stock I always had a blank form. I took a 
blank form of the Traders Bank down with me, and then after settling with Smith, 
Hunter said to me, “ you may want something else, I will have some more cheques 
sent down”, that is the way those cheques came to be sent down. 

Q. In what other banks than the Traders Bank did you have money which 
would meet any $3,000 cheque? A. At what time? 
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Q. At the time you went to Ottawa? A. I had not money in any other 
bank. “y 
Q. Was the Traders Bank the only bank? A. Yes, that is the only bank. 

Q. So that if you issued that cheque for $3,000 it must have been on the 
Traders Bank? A. It was on the Traders Bank, I am quite sure of that. 

Q. And probably a Traders Bank cheque? A. I am quite sure of that too, 
it was a Traders Bank cheque. 

Q. And you are quite sure it was not one of the three cheques which Fitz- 
gibbon sent to you? A. I am clear on that because I did not get them, let me 
see, it would be the 30th they came down to me. 

Mr. COMMISSIONER: You paid Guthrie & Pringle apparently on the 4th 
December, according to this stub (in exhibit 90)? ~ A. I think I post-dated that 
cheque so as to be able to get home before it would be presented. 

Mr. THompson: You paid their account when in Ottawa? A. That is my 
recollection of that, that I did; if that is one of the cheques it is certainly paid 
while I was there. 

Q. When you were in Ottawa you used two of the three cheques, did you 
not, that were sent down to you by Fitzgibbon? A. I don’t think I did; I think . 
I only used one for Guthrie & Pringle; I am not sure whether— 

Q. Did you not issue a post-dated cheque to cover Smith’s account at the 
same time? A. No, I gave Smith an I.0.U. 

Q. How was the I.0.U. subsequently paid? A. Paid by cash. Mr. Shaver 
proved that for you; he said he drew it on the Traders Bank and paid it to him; 
the cheque is on file. 

Q. There was a cheque issued subsequently to Smith? A. Yes; I am quite 
sure it is not one of those cheques. 

Q. Do you recollect what became of the remaining cheques which were sent 
to you at Ottawa? A. I could not say; the stubs should speak for themselves I 
should think; I very seldom saw the cheque book at all. The cheques were always. 
made out and brought to me to sign; I did not see that cheque book all the time 
the business went on as much as I did while I was here at this investigation. 

Q. What was the date the money was drawn from the Traders Bank? 

Mr. G. T. Cuarxson: That the money was withdrawn from the Traders 
Bank in entirety? ; 

Mr. ComMMIssoner: Yes. 

Mr. G. T. Crarxson: 21st December, 1906, $53,000 was drawn out then. 

Mr. THompson: Do you remember the name of the clerk in the Russell House 
who gave you Peter Ryan’s room number? A. No, I could not say what his name 
was. 

Q. Was it one of the clerks in the hotel? A. It was. 

Q. Are you quite sure? A. I am satisfied of that. 

Q. Was it from one of the clerks that you got your information? A. Yes, 
my recollection is that he told me the number of the room and that I put on the 
back of the cheque. : 

Q. You thought he was giving you Mr. Peter Ryan’s reom number? A. I 
did think so. 

Q. I might say that Mr. Peter Ryan was not registered in Ottawa at the © 
Russell House? A. That may be true; that may be the reason I asked for the 
number. I do not remember looking at the register, but that may be the very 
reason I asked where I could find him. 

Q. What you state is the clerk in the hotel gave you the number when he was 
applied to by you for Mr. Peter Ryan’s room number? A. Yes. 

Q. Is there any further light you wish to throw upon this? A. I wish I 
could; I cannot throw any further light in the absence of that cheque; I think if 
we had the cheque it would unravel itself. I cannot do it. 
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Mr. CoMMIssIiONER: Why did you not anticipate this cheque would be pres- 
ented to the bank? A. Because I intended to move my money, as soon as I got 
back, from the Traders Bank. 

Q. It might have been presented any day between the day you issued it and 
the day you withdrew? A. That was the reason I left my card stating that I 
would pay it in cash, because I was afraid perhaps it might be sent in and the 
Traders Bank would refuse it, had I withdrawn the money. 

Q. Why would the Traders Bank refuse it? A. If I had not the money. 

Q. If it came in after you withdrew? A. Yes. 

Q. When do you say you have seen that cheque since the failure of the bank? 


A. My recollection was that I saw the cheque at the time that you were to preside 


at the Assize Court; that would be in May, 1911, if my memory is correct. 
-  Q. Where did you see it then? A. I thought I saw it in the County Crown 
Attorney’s Office while Mr. Lynch-Staunton was there, but he said it was not so and 
I do not wish to contradict him. 

Q. What is your memory as to whom that cheque was payable? <A. That 
cheque was payable to myself and endorsed by myself. — 

Q. In Blank? <A. Yes, sir. 
Q. And marked with the letter “C”? <A. It was marked with the letter 


What would “C” signify? A. I am not quite sure whether I put 
“Charter” on it, I do not remember whether I marked it at the time or whether I 
marked it afterwards. 

Q. What do you mean by afterwards? A. After I had paid it. 

Q. What did you do with the cheque when you paid it? <A. I putitina 
private drawer in my desk with some other papers. 

Mr. THompson: Was the cheque the same colored paper as those which are 
produced of the Traders Bank? A. Yes, about that color; of course the shade 
varies; I don’t know what printing it was; I think it was exactly the same color as 
that one. 

Q. Did you notify the Traders Bank you expected a cheque in for $3,000 
and request them to send it over to you if presented? A. The Traders Bank 
were notified if any cheques were presented after the money was withdrawn to send 
them over to the Farmers Bank. 

Mr. CoMMISSIONER: You did not know but what that cheque might be pres- 
ented the next day? A. If it had been presented then it would have been paid 
by the Traders Bank and gone through in the ordinary course. 

Q. Then why did you put in a memorandum and say to present. it to you? 
A. Because I intended to transfer my account immediately I got home; I had 
difficulty with the Traders Bank, and I did not intend to leave the money with them 
a moment longer than possible. 

Mr. THompson: How was it you did not make provision at an earlier date 
than about six weeks after the issue of the cheque—did not you expect the cheque 
to come in immediately? A. I expected the cheque to come in any day, and I 
commenced making provision for it at once. 

If you commenced to make provision for it at once that Union Bank 
cheque which has been produced would hardly have reference to the Ottawa cheque? 
A. Yes, I think that the money for this Union Bank cheque was used for some 
other purpose, I cannot remember just now; I think I traded the money for this, 
because that looks to me like the money I paid for that cheque, and I thought you 
could trace that into some bank if it was necessary. 

Mr. Commissioner: In that way you would have $6,000? A. No, this 
$3,000 must have been used for some other purpose. 

Q. You got money on that $3,000 cheque, Union Bank, then if that $3,000 
was in your possession awaiting the presentation of this cheque, you would have had 
$6,000? A. Yes; $3,000 of this was used for my own purposts3. 
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Q. I thought your suggestion was to change the money you had into bills of 
this bank? A. What TI say is this, that after seeing that I think I changed the 
money I had to pay the cheque and use this, and I think this went to another party, 
but I am not positive now; I cannot swear positively on that; when the Telegram 
comes out and says I committed perjury I want to see the facts and the cheque 
before me, and I will give you the particulars; I think this went to another party, 
$3,000 to one and $3,000 to another; that is why I cannot say that. ‘ 

Q. Who did you expect would lose this $3,000? A. The $3,000 that I left 
in Ottawa was to come out of my commissions. 

Mr. THompson: When you say you made provision for the $3,000, did 
you -have the money in your own account? A. I did not. 


Q. Where did you keep it? A. The money that I drew on my commis- — 


sions I kept in my desk in a box that I put in the vaults every night. 

Q. Was the money which you provided to meet the $3,000 cheque, kept in 
the vault or in a box? A. Yes, passed in and out every night, kept there wait- 
ing for it to come in. 

Q. And if you took that money to pay the $3,000 cheque from Ottawa, is it 
possible you drew the money from the Union Bank to replace that $3,000? A. 
No, I am quite sure this went to another party altogether. 

Q. To whom did that money go? A. I cannot say positively; I have an 
idea that $3,000 went to one and $3,000 went to another. 

Q. In the same interest, for the same purpose? A. I cannot say that, not 
for this $3,000. (Exhibit 60.) 

Mr. CommissioneR: As I understand you nothing passed at all between you 
and Ryan about any payment or in reference to the cheque? A. No sir. 

Q. No reference to it afterwards by Ryan? A. No, Ryan never mentioned 
it to me afterwards by words. Of course I always felt that there was something 
between us. 

Mr. THompson: I understand Ryan was in the Farmers Bank very fre- 
quently after that? A. Yes. 

Q. Almost up to the time of the failure? A. Yes, he was in and out very 
frequently. 

Q. And yet no reference either directly or indirectly made to that payment? 
A. No, I don’t remember ever speaking to him about it. 

Mr. Commissioner: What particular service was the payment to provide 
for? A. I could not say that; I understood that there were necessary expenses 
down at Ottawa to get matters through there; I supposed it was in connection 
with that. 

Q. How long was it after you left the cheque till the certificate was issued? 
A. Two days, I think. 


Mr. CoMMIssIONER: Anything else? 

Mr. THompson: No. I have a telegram from Mr. Weldon, stating his train 
is delayed, but he has nothing special to suggest. | 

Mr. Commissioner: Anybody else anything, because this will be the last 
meeting probably? You do not desire to say anything, Mr. Thompson, as to the 
points upon which you would like a finding, or to which you would like to direct 
my attention? 

Mr. THOMPSON: No, sir; I have nothing to offer in that line. The Commis- 
sion was to ascertain what evidence could be offered on the various points, but 
neither my former colleague nor myself held any brief for any particular interests 
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or individuals and it occurred to me that your report would cover anything that 
might be said. We did not hold a brief for anybody in particular, and we did not 
think it was necessary to emphasize any particular part of the evidence. 


The Commission adjourned. 


Toronto, Dec. 6th, 1912. 


The Commission resumed at 12 noon, at Osgoode Hall. 


. PRESENT — 


HONOURABLE Sir WILLIAM MEREDITH, Commissioner. 
J. THompPson, K.C., representing the Dominion Government. 

There were also present, WILLIAM LAIDLAW, K.C., representing the 
shareholders, I. HE. WELDON, representing depositors, and SAMUEL 
SHARPE, M.P. and H. B. Morpuy, K.C., M.P., representing a committee 
of Members of Parliament whose constituencies, it was alleged, had been 
effected by serious losses resulting from the failure of the Farmers Bank. 


Mr. COMMISSIONER: Mr. Sharpe, are all those you expected present? 
Mr. SHARPE: We expected a considerable number, but they are not here just 


yet. 


Mr. ComMIss1oner: Is Mr. Thornton coming? 
Mr, SHARPE: Yes; we expected him here. He was Chairman of the Com- 


“mittee. 


Mr. CoMMISSIONER: We will wait a while, and in the meantime I| will ask 


Mr. Fitzgibbon a few question. I see he has just come in. 


JAMES G. FITZGIBBON, Recalled: 


Mr. CoMMISSIONER: I want to ask you a couple of questions; I have for- 


- gotten when you said that you entered the service of the bank? A. About the 


_ 19th of November, 1906. 


Q. You ought to know about the minutes of the provisional directors? A. 


No, sir, I knew nothing about the provisional directors meetings or anything in 
econ with them. 


Q. Why not, you were an officer of the provisional directors? A. No, sir. 
Q. There was nobody else but the provisional directors at that time? A. I. 


was engaged by Travers, and I had nothing to do with the provisional directors. 


‘All I did when I first went in was to get up the stock list until the organization 
- meeting. 


Q. If you got up the stock list you were responsible for the entry that certain 
stock was alloted on the 24th November, where did you get that information? A. 


_ Got that from the books that were entered up before I went in. 


Q. Not in the books at all, there is no trace of any meeting later than the 


~ 9th November I think it igs where did you get that? A. Mr. Shaver attended to 
all the stock subscriptions and the allotment. 


Q. ‘Who looked after the minutes of the meeting? A. I never saw the 


minutes when— 
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Q. Don’t you know who looked after them? A. Mr. Travers is the only 
one I knew had anything to do with them. 


Q. The report of the provisional directors (exhibit 15) shows that the ex- — 


penses of the organization up to date “as far as has been paid by the Board 
amounts to the sum of $44,403.65 ”. In what purports to be a copy of the report 


in the minute book, instead of the words in the report it says that the expenses of — 


the organization up to date “as far as has been paid by the Board amounts to the 
sum of $41,291”—that means the substitution of the figures $41,291 for the 
figures $44,403.65; how did that come about? A. I don’t know anything about 
that. ; 

Q. You were accountant, were you not? <A. Yes. 

Q. How did it come about when you opened the books these expenses were 
entered at thirty-two thousand dollars odd? A. I could not say, except Mr. 


Travers gave the figures to Mr. Shaver, who wrote up the books. I may say if my 


memory serves me rightly, I made some sort of an analysis in pencil of the dis- 
'bursements. I think the first entries of the new bank were made in the old provi- 
sional directors’ cash book by Mr. Shaver as he went along; and subsequently I 
made an analysis of the disbursements and everything else in pencil and handed it 


to Mr. Travers and upon the basis of that he made ont the figures for Shaver to — 


enter upon the first books of the bank. 


Q. What was the purpose in falsifying this report? A. I can assure you I 


had nothing to do with it. 

Mr. CoMMISSIONER: Was that cash book ever put in? 

Mr. G. T, Cuarxson: I don’t think so. 

Witness: I am pretty sure the first cash book of the bank was re-written 
from the old provisional directors’ book, that is from the 26th of November up to 
the 1st of January when we opened. 


; 
P 


Mr. CoMMISSIONER: This report is dated the 22nd of November? A. Yes, 3 


that was just a day or so after I went in. 

Q. They did not do anything after the 22nd? A. I had nothing whatever 
to do with the provisional directors in any shape or form. 

Q. ‘Those shares were apparently allotted on the 24th, two days after the qa 
of this report; you cannot throw any light on this? A. No, sir, beyond that, if 
Mr. Clarkson has that bundle of pencil memoranda that were in my desk there 
might be something there that would throw light on it. 

‘ Mr. CoMMISSIONER: You had better let him see those and see if he can find 
that. 

Mr. G. T. CLARKSON: Yes; we have some memoranda there. 


Mr. CoMMISSIONER: It looks as if the minutes of the provisional directors’ 


were kept on sheets? <A. Yes. 
Q. And then they appear to have been written up in typewriting? A. Yes. 
Q. And pasted in the books generally? A. Yes. 


Q. That was latterly; earlier they were transcribed. A. That was before — 
they had a stenographer; when they got a stenographer in Mr. Travers dictated the 


minutes to her and they were put on sheets and just pasted into the book. 


Mr. CoMMISSIONER: Mr. Sharpe, shall we wait any longer? 


Mr. SHARPE: I hardly think it is advisable. They have missed the train or 


connections, or something. 


Mr. Commissioner: If you wish, in order to give them an opportunity, I 
will adjourn until 2 o’clock. I suppose ‘if they are coming they will be rather dis- 


appointed if they have not the opportunity of being here. 
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Mr. SHARPE: Mr. Weldon and Mr. Morphy do not think it is advisable to 
wait. If they intended to come they would have come. I have no objection what- 
ever; although I have some other work to do this afternoon I will come here at. 


20 ’clock if you think it is advisable. 


Mr. CoMMISSIONER: I am only suggesting it to you. You are one of a party 
of gentlemen I understand that wanted to be here. 

Mr. SHARPE: Yes. I may say I am one of the Members of Parliament re- 
presenting a constituency that has been very vitally and injuriously affected by the 
failure of the Farmers Bank. We are quite conscious of our responsibility in the 
matter, and we presume to offer a list of questions to you with the idea of asking 
you to find specifically upon these questions. It is not necessary to take up your 
time by any lengthy remarks in regard to the extreme suffering that prevails in 
consequence of this failure. We are close to the sufferers, we hear their wailings 
and their heart-beat, because the suffering is very intense. We believe that this is 
a special case differentiating it from any other bank failure in the history of the 
country ; we do not think there is another case where the certificate to do business had 
been obtained under such circumstances, and we especially press upon your 
attention and consideration certain facts relative to the issuing of the 
certificate. We submit on the evidence that the certificate was obtained 
from the Department of Finance by the perjury of Travers and by bribery, 
not necessarily in respect of any member of the Department of Finance, but 
certainly money was freely spent by somebody that was presumed to have in- 
fluence with the Department, and, on the evidence, we submit strongly that the 
Department of Finance has been guilty of negligence to say the least of it. We 
respectfully urge upon your attention and your consideration that the Department 


of Finance, the officials of the Department of Finance have been guilty of neg- 


ligence, and, while technically they are not on trial, they at least have 
been very prominent in connection with the issue of the certificate, and we 
submit the evidence would justify your finding that the Department of 
Finance has been guilty of negligence in issuing the certificate. Of ‘course 
Travers’ subsequent mismanagement had a good deal to do with the failure 


| of the bank, but we feel that Travers’ management was made possible only 


by. the negligence of the Department of Finance. Fraud was practised upon the 
Department, but we submit had ordinary diligence been exercised the fraud would 


_ have been discovered by the Department. We think the Department of Finance 
_ acted wrongly in failing to take proceedings to recall the certificate and to punish 
- Travers for perjury upon discovering it. Had the Department exercised due dili- 
gence after the discovery of the perjury all the subsequent losses would not have 


- occurred, could not possibly have occurred. The bank might possibly have failed 


through somebody else’s mismanagement, but certainly it would not have been 
through Travers’ mismanagement. ‘Travers should have been prosecuted by the 
Department of Finance, the certificate should have been recalled, proceedings should 


- have been taken to warn the public that the certificate had been obtained by fraud 


or perjury, or both, and not to deal with the bank; and then all the losses would | 


~ not have occurred. 


We are appearing here, Mr. Commissioner, off our own bat, so to speak; we 


~ are rather busy men in different parts of the province; we have not been able to 


follow the proceedings from day to day, we have not been able to attend daily, and 


_ we do not know what presentation counsel made, and we do not want in any way 
_ to have our action taken as a reflection on the counsel that have been engaged 
In the case. As I said before, we are close to the losers, and we hear their com- 
_ plaints and their heart-beats over these losses, and for fear some of the matters 


ad 
“ 


may have been possibly overlooked we have presumed to press on your attention 


_ the matters that we think are of prime importance in connection with this inquiry, 
_ and if these matters have not been overlooked then we desire to emphasize them, 


§ 


- and to repeat and reiterate their importance. We hope we are nov “> late in pre- 
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senting these matters. It was suggested we might be too late, but I see all the 
evidence is not yet in, and you have not yet formulated your report, consequently 
I presume we are in plenty of time in presenting our case. I may say twenty or 
thirty members of Parliament met several times at Ottawa and conferred over this 
matter, and appointed a committee, of which Mr. C. J. Thornton was chairman, 
Mr. Morphy was a member, Colonel Hugh Clark and Mr. Richard Blain were mem- 
bers, and I myself acted as secretary of the committee. We formulated certain 
questions which I am going to submit to you and ask you to find upon them. This 
committee formulated these questions and submitted them to the members of Par- 
liament, and they all signed a memorandum asking Hon. Mr. White, the Minister 
of Finance, to forward them with the request that there be specific findings in refer- 
ence to them, but for reasons of his own he did not think perhaps it would be 
well to do that, but thought it more advisable if we would present them in person, 
and we are here for that purpose. We believe if these questions are not answered 
specifically the whole investigation would miss fire; the whole object and purpose 
of the investigation is with a view of obtaining, as I understand it, and my actions 
from the beginning to the end in this matter have been with a view of finding some 
justification, some foot-hold upon which the Government could grant relief. We 
are pressing the Government to grant relief; we think they should; we think it 
is a special case, and we think the facts brought out in the investigation, supple- 
mented by the facts that were brought down to Parliament, the official Return 
brought down to Parliament, justify the country in doing something for these 
unfortunate sufferers, and for that reason we submit to your Lordship the follow- 
ing questions : 

1. On the evidence adduced, does your Lordship find that the Department 
of Finance issued the certificate to Mr. Travers after having received notice that 
fraud was being practised on the Department? 

2. Were $3,000, or any sum or sums paid to anyone by Mr. Travers to induce 
the issuance of the certificate ? 

3. After having received notice of the fraud being practised by Mr. Travers 
to obtain the certificate, could not the Finance Department have recalled, or taken 
proceedings restraining the use of, the certificate or given notice to the public that 
fraud had been practised and warning the people not to deal with the bank? 

We think that is the manifest duty, that having received notice of fraud either 
before or after issuing the certificate, they should have exercised due diligence to 
protect the public in connection with the matter. If you find that Travers has 
been guilty of perjury in getting the certificate, was there some duty devolving 
upon the Department to warn the public? 

4, After having received Mr. Leighton McCarthy’s letter pointing out the ~ 
fraud that was being perpetrated by Mr. Travers on the Department of Finance, 
did the Department take necessary and sufficient steps to protect the stock sub- 
scribers? If so, what were taken and by whom? 


5. In the opinion of your Lordship, did the fact that the amount of capital, 
required by the Bank Act, was not fully paid up when the certificate was issued 
by the Department of Finance, cripple or hamper the operations of the Farmers’ — 
Bank from the date of the issue of the said certificate and thus encourage reckless — 
speculation ? 

Mr. CoMMIssionER: I do not understand that question. 

Mr. SuHarPe: That is more or less a speculative question. | 

Mr. CoMMISSIONER: You said capital paid up; of course, it was not all paid — 
up, it was not intended to be paid up. 

Mr. SHarPe: But the minimum amount required by the Bank Act. 

Mr. CoMMISSIONER: You had better make it read that way. 

Mr. SHARPE: We mean the minimum amount of capital required. was not 
paid up when they started business. 
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Mr. COMMISSIONER: _ However, I understand what you mean. 

Mr. SHarPe: As I say we are conveying the sentiments of twenty or thirty 
members of Parliament who feel their responsibility in this matter, who are quite 
anxious to see some relief granted to those they represent, and consequently we are 
moved to presume upon you and ask you to consider these questions and answer 
them as the evidence may justify. Mr. Morphy is here, and perhaps he has some- 
thing to say. 

Mr. Morrpuy: Nothing at all; I am quite content with the statement Mr. 
Sharpe has made. It seems to cover the ground. | 

Mr. CoMMIssIONER: You might let Mr. Thornton know. It was he that 
notified me that you would be here. I will be here till 3 o’clock anyway, and if he 
comes to town you might let him know that I will hear anything he has to say. 

Mr. SHarpPe: Thank you very much. 


Toronto, December 26th, 1912. 
At 3 p.m., Mr. C. J. Thornton having arrived, the Commission resumed. 


Mr. COMMISSIONER: Will you say what you have to say, and explain what 
you think necessary, Mr. Thornton? 

Mr. C. J. THornton: We had arranged to meet your Lordship at noon, that 
was your telegram, and I expected to be here at 11 o’clock to-day, but my train was 
three hours late, and the other members of the delegation waited on your Lordship, 
and of course I was not there. The train being late explains my absence. 

Being Chairman of the special committee appointed by the members to see 
what we could do to help our people, I was in possession of the letter to the Finance 
Minister in which we requested that certain questions should be answered by the 
Commissioner if he should see fit to answer them, and we are here to-day because 
Mr. White advised us to put the questions ourselves to the Commissioner. 

Mr. Commissioner: Are these the questions which Mr. Sharpe has placed 
before me? 

Mr. THoornton: I presume so. 

Mr. SHARPE: Yes, sir. 

Mr. COMMISSIONER: ‘There is no use repeating that. 

Mr. THorntoN: While I have the letter which we addressed to the Finance 
Minister, I do not think it is important to file it. 

Mr. COMMISSIONER: I do not think it is important. 

Mr. SHARPE: Should you mention the name? 

Mr. CoMMISSIONER: I do not think it is important, if you say between 
twenty and thirty. ie 

Mr. THornton: I think, to be exact, twenty-five; every member who was 
directly interested and was asked to sign this letter. There are eighteen names to 
it. We did not ask the members of the Government who were interested, for the 
reason that we thought it was not wise to do so, because of the fact of their being 
members of the Government. 

Mr. CoMMISSIONER: Then IJ have the questions; Mr. Sharpe has stated what 
they are, and left a copy of them here with the Clerk of the Commission. 

Mr. SHARPE: Yes, sir. 

Mr. CoMMISSIONER: Very well, Mr. Thornton. 


The Commission adjourned. 
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The Commission resumed at 11 a.m. at Osgoode Hall. 


_PRESENT: 


The Commissioner, Hon. Sir W1LLIaM R. MEREDITH. 


WILLIAM R. TRAVERS, Recalled : 


By Mr. CoMMISSIONER: Q. Who prepared the declaration made by you 
on the 27th November, 1906, that was forwarded to the ap idea of Finance 
when the application was made for the issue of the Treasury certificate? A. Mr. 


W. H. Hunter. 

Q. He knew, I understand, when he prepared it the way in which part of 
the $250,000 had been previded, that is by the borrowing from the Trusts & Guar- 
antee eoupeny and the spreading, as it has been called, of the payment on certain 
of the shares? <A. Yes, it was all explained to him. 

@. You seem to have desired to evade answering, while appearing to answer, 
the questions that Mr. Fielding put to you. Mr. Fielding wrote: “We have been 
told that in some cases the subscribers did not actually pay in cash, but gave notes 
to the provisional directors, which were used to raise the money.” Now, if you 
qualify that, “which were used to raise part of the money ”, was that information 
not accurate, had not subscribers not actually paid in cash but had given notes to 
the provisional directors, is not that the fact? A. In fact, that is the case. 

Q. And is it not a fact that these notes, or some of them, were used to raise 
part of the money which was deposited? A. Undoubtedly, those notes were used. 

Q. That is the question he asked you. Your answer was, “ The provisional 
directors did not raise the money in the way mentioned by you”, was not that put 
in that form for the deliberate purpose of making it appear you were giving him 
the assurance that he was asking for, when in fact you were not? A. Well, that 
is an evasive answer. | 

Q. And intended to be evasive? A. I considered at that time, as I had 
put the transaction through personally on the advice of my solicitor, that I was 
not, while in fact I was evading it, that I was not doing so. 
ates 08 What he wanted to nae was whether the subscribers’ notes had been 
used to raise the money; you did not answer that question, but you evaded it by 
telling him that the provisional directors did not raise the iG A. Yes, sir; 
that is the fact. 

.Q. Do you know who prepared the report of the provisiona] directors of the 
22nd November, 1906 (Exhibit 15)? A. Mr. Lown, I think. 

Q. Was it true to state, “ That the Board have to report in the first place 
that they have a sum of $579,200 bona fide subscribed ”’—the bona fide being under- 
lined—“ and out of the subscriptions thereon they have paid into the Treasury 
Department of the Dominion Government the sum of $250,000 ”—was that true? 
A. Well, in form it is true; in fact— 

Q. Out of the subscriptions had they paid that, all that? A. Not out of 
the actual money paid on the subscriptions, but by the borrowing of the money. 

Q. Did the provisional directors know the way in which the money had been 
raised? <A. Yes, sir. | 

Q. Allofthem? A. Yes, sir. 

Q. I see that the expenses of organization up to the date of the report so 
far as paid by the Board are stated to amount to $44,403.65; were those figures 
in the report when it was signed and when adopted by the provisional board? A. 
I could not swear to that positively; there was some discussion about leaving the 
space blank until it was taken up by the permanent board. 
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Q. It looks as if those figures had been filled in by the same hand; perhaps 
you can tell me in whose handwriting they are? <A. The figures $579,200 are 
in my handwriting; and the figures $44,403.65 are in my handwriting. 

Q. What conclusion does that lead to as to the form in which this report was 
when it was adopted by the provisional board? A. I would be inclined to think 
that they left that blank for me to put in the correct figures. 

Q. Or was it the fact that you filled them in before the report was signed? 
A. I could not swear to that positively; 1 am not sure about it. 

Q. That 5,790 practically is in accordance with the list of shareholders that 
you furnished to the Department? A. I believe so, yes. 

Q. And includes the Laidlaw shares and the shares—? ae Every share 


~ that stood on the book at that time. 


Q. Although some of them were conditional, and the condition was never 
complied with, and they never became operative? A. Quite so. 

.Q. Just look at this minute book (provisional directors’ minute book, Exhibit © 
9); did you ever see that before, minutes of meeting of the provisional board of 
the 24th November, 1906 (showing to Mr. Travers a typewritten sheet which was 
afterwards filed as Exhibit 92)? A. I cannot say whether I saw this exact sheet 
before ; that appears to be a copy of the original minutes. 

Q. That looks as if it were in the same typewriting? A. It is the type- 
writing machine that was used by us at that time, I recognize that. 

Q. How would it come that that was not entered in the minute book of the 
provisional board? A. Well, my recollection is that the original one was signed 
by Mr. Lown, as chairman, and it was pasted in that book.: 

Q. There is no sign of it? ~A. Would you permit me to look at the book, 
please ? : 

Q. You see the last one there is in November some time? A. My memory 
serves me it was pasted in the wrong place, and when Mr. Lindsay was suing me 
and I was under examination for discovery, this was detached and was not put back 


‘In its proper place, and I am sure I have seen the original minute. 


Q@. Where were you examined for discovery? A. I was examined before 
Mr. Bruce. 

Q. In the action of Lindsay against you? A. Yes. 

Q. Or against the Farmers Bank? A. Against both of us. 

Q. Whose name was first? A. J think I was examined first, personally. 

Q. Which name in the writ, was it Lindsay vs. The Farmers Bank and 
Travers, or Lindsay vs. Travers and The Farmers Bank? A. I think it was 
Travers and The Farmers Bank. 

Q. What year would that bein? A. That would be in 1909. 

Q. Before the suspension of the bank? A. Yes, sir; some months before. 

Q. What became of that suit? A. It never came to trial. 

Q. It was not settled? A. No, sir. 

Q. That you think is a copy of that minute? A. I am satisfied that is a 
copy of the minute as far as I can remember. 

Q. Because all those shares that appear in that list are included in the list 
you sent down, I think? A. Yes, sir; they are all on the list; I am sure of that. 

Q. Did you include in that list shares that had not been allotted until the 
24th November? A. If I remember right there were $500,000 without those 
shares on the books. 

Q. But still there was the statement—I suppose your declaration was made 
on the 27th; perhaps that may be the explanation? A. It strikes me there was 
a post-script. put to the list that was sent to the Government explaining that. 

Q. There is a small post-script saying that certain ones were added after- 
wards; they do not include the whole of these, they include only 35 shares; this 
contains 193 shares, and all you returned as subscribed after the 22nd October, 
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1906, were 35; you did not include Nesbitt’s? A. I can explain that. Nesbitt’s 
subscription was ante-dated, although apparently it was not allotted till that time. 

Q. What do you mean by ante-dated? A. It dated back to the 22nd 
October. 

Q. Although, in fact, signed when? A. It was signed, I could not say 
exactly, but a few days before the meeting. 

Q. As I understand it, the subscription of Lindsay for the $50,000 stock 
was signed in blank in the first place? <A. No, sir; I do not think so. 

Q. When was Lindsay’s? A. Lindsay’s was signed shortly before the meet- 
ing, I do not remember just what date it was, but shortly before; whether it was 
a week or two weeks I don’t know exactly. 

Q. How did you come to make a declaration stating that of the foregoing the 
following were received subsequent to the 22nd October, 1906, and omit Lindsay’s 
and the ones in this statement that are omitted; was not that a misstatement? 
A. Here is Lindsay’s allotted on the 26th October. 

Q. This is the 22nd, your date; do you think Lindsay’s subscription was 
signed before the 26th October? A. I would say so after seeing this minute. 

Q. I observe in this report the expenses of organization are said to have been 
$44,403.65, in what purports to be a copy of that report submitted at the first 
meeting of the shareholders those figures are inserted at $41,291, how did that 
come about (comparing the $44,403.65 in the provisional directors’ report, Exhibit 
15, with a copy of that report in the director’s minute book, Exhibit 10)? A. My 
recollection of that was that when Mr. Fitzgibbon was superintending the entering 
- up the minutes by Mr. Shaver, that he called Shaver’s attention to the fact that 
the $44,403.65 did not agree with the figures that were sent to Ottawa, and there 
must be some mistake, and I think that they were entered up then to correspond 
with the figures on the original statement. 

Q. As sent to Ottawa; in whose handwriting are those figures. (In Exhibit 
10)? <A. Those are Mr. Shaver’s. 

Q. When you came to open the books they were entered at neither of those 
figures, but entered at $32,127? A. Well, I cannot explain the exact figures in 
that case. Mr. Fitzgibbon had to make some adjustments there to make the books 
balance in some way, and in discussing the expenses with the Permanent Board, 
my recollection is that the $10,000 that was paid to the provincial directors, they 
thought it should not go in the expenses, that we should charge it up to something 
else. 

Q. To what? A. And as we had a lease for 20 years of the premises, we 
consider that that was a valuable asset and if I remember right the $10,000 was 
charged up to that. 

Q. - Is it not a fact that cheques that you had received from persons who had 
subscribed for shares to the amount of $9,000 were treated as representing $9,000 
of that amount? A. I could not swear to that positively, but having seen that 
memorandum there in Mr. Fitzgibbon’s handwriting which I am satisfied I never 
saw before in my life till Mr. Clarkson showed it to me (referring to what was 
afterwards filed as Exhibit 93) I would think that that was exactly what was done. 

Q. What possible justification was there of not crediting the account of the 
shareholder with that amount, how could you excuse that? A. Because those 
amounts had been spread out of the borrowed money. 

Mr. CoMMISSIONER: (To Mr. Clarkson): Is that so? 

Mr.,G. T. CuarKson: Yes, that is correct. 

Mr. CommissIoNER: It would follow when the money of the bank was taken 
to pay the borrowed money, there ought to have been entries made to readjust 
that. A. Then there were notes given by these people which readjusted it later 
on; one case I remember distinctly, in Mr. Gilchrist’s case there was a note of 


$3,000 taken and the cheque was surrendered—a note for $2,700, less $300 he paid. 
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Q. Is there anything further; this I hope will be the very last meeting of the 
Commission, is there anything further you can tell me that will help to answer 
the questions I have put? A. I cannot think of anything I can say now. 


J. G. FITZGIBBON, Recalled: 


Mr. Commissioner: You are already sworn? A. Yes, sir. 

Q. In the report of the Provisional Board ofthe 22nd November, 1906 (Ex- 
hibit 15), the expenses of organization are stated at $44,403.65; in what purports 
to be a copy of the report which appears in the minute of the first shareholders 
meeting the figures are $41,291 (in Exhibit 10); why were those figures or one 
set of them at all events not brought into the bank’s books? A. I could not say. 

Q. Did you prepare that statement (Exhibit 93)? A. Yes, sir. 

Q. Does not that show that they were put in at $32,000? A. If they were 
put in at $32,000 it was under Mr. Travers’ instructions. 

Q. But you made up that account? A. Yes. 

Q. You were readjusting all the figures? <A. Yes. 

Q. How did you get at your $32,000? A. That is more than I can say. 

Q. You must remember how you got at it, because I think we all know? A. 
Unless Mr. Travers told me to take off that $9,000, or whatever the amount was. 

Q. What $9,000? A. These cheques that were held in the cash. 

Q. That would not account for the $3,000 difference between the figures in 
the Minute Book and the figures in the Report? <A. I cannot say anything about 
that; I had nothing to do with the minutes nor with the report. 

Q. Do those figures not indicate that what you were trying to do was to ar- 
range the figures so that that balance of $32,000 would be justified? A. No 
sir; this statement was taken out from the books of the bank to show what the 
figures actually were so far as I could make them out. 
| Q. But that was not true, the figures show that much more than $32,000 had 
been expended by the Provisional Board in preliminery expenses? A. I could 
not give a definite answer without going over those figures. 

Q. Did not Mr. Clarkson show them to you? A. No, sir, I have not seen 
them since I drew them up. } 

_ Mr. CiarKson: That is an exact copy of the bank cash book of the first 
month? A. I took this off from the cash book to find out how the figures were, 
and they were apparently the figures according to the book. 

Q. Into whose possession did the Minute Book of the Provisional Board 
come? A. Mr. Travers took possession of that and gave me a receipt for it, at 
least gave me a receipt to the bank, because I never had anything to do with the 
Provisional Board. 

Q. There are your figures? A. Yes, sir. 
| Q. This is at the commencement of the business of the bank? A. No, it 

is before the bank opened for business, after the interim between the granting of 
the license and the opening of the business. 

Q. Preparing to open? A. Yes. 

Mr. CuarKson: The interim directors’ books were carried along, and their 
cash book was carried along till the 31st December, and then that book was en- 
tirely put aside and the permanent books written up entirely differing from the 
interim directors’ cash book. 

Mr. CommissioneR: Not entirely differing, I suppose? 

Mr. G. T. Cuarxson: Absolutely. 

Mr. CommissionER: What do you mean by that? 


702 — REPORT OF COMMISSION 


3 GEORGE V., A. 1913 


Mr. G. T. CuarKkson: Not entirely, but the entries in the permanent books 
are different from the entries in the provisional book which was written up part 
of the distance by Mr. Shaver. 

Mr. CoMMISSIONER: Were they re-adjusted; do you mean re-arranged, or 
were they different figures? | 

Mr. G. T. CuarKson: The interim book was dropped and the permanent 
books re-cast-on this basis. There are a great many entries that are similar, and 
there are entries which are dissimilar. 

Mr. Commissioner: What kind of entries dissimilar. 

Mr. G. T. Crarxson: These entries do not appear; those are the summary 
of the spread amounts of the capital stock and interest (referring to a statement 
prepared for the use of the Commission. ) 

Mr. Commissioner: That would probably be explained by being in this item. 

Mr. Ciarxson: Yes. 

Mr. CoMMISSIONER: It does not appear in the same form? 

Mr. CirarKson: No, sir. 

Exuipit 92: Copy of what purports to be the minutes of a meeting of the 
provisional directors of the 24th November, 1906. 


Exuisit 93: Copy in Mr. Fitzgibbon’s figures (in pencil) of the cash book : 


of the Bank for the first month after organization. 


ALEXANDER 8. LOWN, Recalled: 


Mr. CoMMIsSIONER: You are already sworn; I see that you became Chair- 


man of the provisional board at a meeting held on the 13th February, 1905, replac- 7 


ing Dr. Ferguson? A. Yes. 
_ Q. Who had charge of the minute book of the Provisional Board (Exhibit 


9)? <A. Mr. Smith was secretary; I think Mr. Fraser was in the first place, and ; 


afterwards Mr. Smith. 

Q. What became of it eventually? A. I do not know anything about the 
minute book after I— 

Q. I mean when the provisional board finished its labors what was done with 
their minute book? A. The minute book was left in the bank. 


Q. That report (Exhibit 15, report of the provisional directors) bears your : 


signature; who drafted it? A. T drafted it. 


Q. Were the figures shown in paragraph 4 in it when it was signed by you? 


A. I rather think they were; to the best of my recollection they were. 


Q. How did you come to sign or to be a party to that report which stated 
that $579,200 had been bona fide subscribed? A. Those figures were furnished — 


me from the books of the bank. 


Do you mean to say you did not take any pains to verify them? A. No, © 


oR 
J. did not check those figures, I simply asked the amount of the subscriptions. 


Q. Did’ you know that several gentlemen’s subscriptions were conditional? — 


A: <I did- not; 


Q. Never heard that Mr. Forget’s was? A. Well, I do not think it was 


~ conditional. 
Q. Where did you get the figures for the expenses of ey betas A. Ap- 
parently they were furnished by Mr. Travers. 


Q. Was this your creation (in Exhibit 15): “Said “Board also desire to 
submit to the shareholders that as a result of their labors they have secured for 
the subscribers to the capital stock of the said bank a franchise extremely valuable — 
in their opinion from the fact that in the future such franchises will be extremely — 


See 
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difficult to obtain, and in the second place from the enormous increase which is 
equally sure to obtain from the increasing trade, wealth and prosperity of the 
county ”—that should be country,” should it not? A. Yes. 

@. “And which must yield to the said subscribers both good dividends and 
increase in the value of their stock provided they are only loyal to the institution.” 
Do you think you were a very good prophet? A. I do not appear to have been. 

Q. Where did you get that idea from, or the ideas involved in that para- 
graph? <A. I certainly thought that the bank, and I think so still, that if the 
bank had been properly managed it would have been successful. 

Q.- Were you present at the first meeting of the subscribers? A. Yes. 

Q. I see at that meeting the report was read and the figures you had reported 
for the expenses of organization were reduced from $44,403.65 to $41,291; how 
was it you did not call attention to that? A. I certainly did not know; it would 
be impossible.in a report being read and not having them before you to detect the 
difference. 

. Do you mean to say you did not carry in your mind the amount that had 
been expended, that you had written into this on the 22nd November? A. Not 
the exact amount; I knew in round figures it was somewhere about forty thousand 
dollars. 

Q. It appears from the books of the provisional directors that a number of 
shares, I think they amount to nearly 200, were allotted on the 24th November, 
1906, there is nothing in the minute book to indicate that any such meeting was 
held on that day? A. I know nothing about— 

Q. What is the last meeting according to that book (Hxhibit 9)? A. There 
was a meeting on November 6th, 1906, and that seems to be the last meeting here. 

Q. How did you come to allot shares on the 24th November? A. There 
may have been the meeting on the 24th November. 

Q. Is that the way the business was carried on? A. The minutes would be 
signed by me, and I think Mr. Shaver was acting as secretary, and they would be 
afterwards entered up by him. 

Q. Is that minute of November, the last minute, signed? A. No, this one 
is not apparently signed; that certainly is not the original minute, because all the 
original minutes were signed by me. 

Q. You-appear to have signed the copies in the book, they are all copies 
apparently? A. They are simply pasted in, typewritten copies. 

Q. There is what purports to be a minute of the meeting of the 24th No- . 
vember? A. I have no recollection even of this meeting myself. 

Q. You know nothing about that? A. I'know nothing about this; we may 
have had a meeting there. 

Q. This stock subscription book, the alphabetical one, shows that three 
McCorquodale shares were allotted on the 24th November; do you think that Mr. 
Shaver was acting—? A. Mr. Shaver was clerk I think; I think there is some- 
thing in the minute here; after Smith resigned I think there is something 
appointing somebody. I notice on October 26th, 1906, the minutes of the Board 


are written apparently in Mr. Shaver’s handwriting. 


Q. I understand that you knew of the way in which the $100,000 which 
formed part of the $250,000 was raised? A. I knew it was raised on the strength 
of the shareholders’ notes, but the way in which it was raised I do not know. 

Q. What is that? A. I say the exact manner in which the money was 
raised I did not know. 

Q. I see there were two resolutions passed which in terms say that the notes 
were to be used for the purpose of raising money to make the deposit. I see on 
July 4th, the minutes say: “It was moved by Dr. John Ferguson, seconded by 
John Watson: that the Chairman of the Board, the Secretary-Treasurer of the 
Board, and W. R. Travers, General Manager, be authorized to endorse all notes 
made in favor of the Bank for the purpose of raising money to make deposit with 
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the Treasury Board of the Dominion Government ”—do you recollect that resolu- 
tion? A. No, I do not recollect it apart from the minutes. 

Q. Is there any doubt that that resolution was passed? A. I do not think 
there is any doubt that that resolution was passed. 

Q. On the 8th October, 1906, it was moved by James Gallagher, seconded by 
John Ferguson: “That the provisional directors execute a Power of Attorney to 
W. R. Travers for the purpose of endorsing all notes in their names as provisional 
directors, and of signing their names to a note or notes for the purpose of raising 
funds to put up the deposit with the Government, and we authorize the secretary 
to hand over all notes to W. R. Travers for the said purpose”; how did you come 
to decide to raise the money by using these notes, either discounting or borrowing 
on them; what warrant was there for that? A. Mr. Travers was acting under 
advice at the time and we were assured— 

Q. Under whose advice? A. I think at that last resolution he was acting 
under Mr. Hunter’s advice. 

Q. Do you mean to say you did not find out—did you get advice as to 
whether what you were doing was a proper thing to do, a lawful thing to do? A. 
I was under the impression it was a lawful thing to do myself at the time. 

Q. Having done that did you not take the trouble to find out what Travers 
had done, and how the money had been applied? A. No. 

Q. Why? <A. This much I did, I knew that the money was actually at the 
credit of the Bank, that was the only thing I was careful to find out; the ‘maoney 
was not used for any other purposes than the Bank purposes. 


Q. Did you think this was an accurate statement (in Exhibit 15): “The. 


Board have to report in the first place that they have the sum of $579,200 bona 
fide subscribed, and out of the subscriptions thereon they have paid in to the 
Treasury Department of the Dominion Government the sum of $250,000 ”—Was 
that true? A. I knew that $100,000 of that had been raised— 


I am not asking you that; please follow the question: The statement that 


out of the $579,200 bona fide subscribed the directors had paid in, that is the provi- 
sional directors, had paid in, to the Treasury Department of the Dominion Gov- 


ernment $250,000, is that true? A. In the sense that that was the proceeds of 


the money for the subscriptions and negotiable securities for the subscriptions I 
thought it was. . 

Q. Whose credit was to be pledged for the loan? A. I suppose the notes 
of the subscribers. 

Q. You authorized Travers to pledge the credit of the provisional directors? 
A. Which was never done. 

Q. You authorized him to do that? A. Yes, but as a matter of fact it was 
not done. 

Q. Why was not it done? A. I do not know, Mr. Travers was doing the 
negotiating, and I suppose he gave that security the parties who were advancing 
asked. - 

Q. Was not that done for the express purpose of enabling Travers to say that 
the provisional directors had not borrowed any money? A. We were never con- 
sulted about the matter. 


Q. Was not that done in that way for the express purpose of putting it in the 
power of Mr. Travers to say that the provisional directors had not borrowed any — 


money? A. I don’t know. 


Q. You do not know why it was put in the shape it was? A. In the shape 3 


in which the money was ultimately borrowed ? 


Q. Yes? <A. No, I do not know because I knew nothing about what was : 


in Mr. Travers’ mind, or in the minds of the Trusts & Guarantee Company. 


Q. But the plan according to the provisional directors was as far as these F 
minutes show that they were to raise the money ¢n these notes; do you want it to 
go without any further explanation that you never took the trouble to find out how 
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it had been borrowed, the terms? A. J don’t know how we could have; if we had 
asked Mr. Travers I am certain he would not have told us. 

Q. What is that? A. I say I do not know how we could have found out; 
the matter was carried on by Mr. Travers, and if I had asked him I do not think 
he would have told me. 

Q. Why not? <A. Because I do not think he would have. 

Q. Why do you think he would not have? A. Simply because I think so. 

Q. What was the reason, have you any reason? A. I have no reason ex- 
cepting my knowledge of Mr. Travers. 

Q. What does that mean? A. Mr. Travers would simply say it was none 
of your business; that is the answer I would simply expect to have got from him. 

Q. The proposition is, knowing that was the attitude he would take, that yow 
deliberately put all these notes in his hands and gave him a power of attorney to 
borrow money on your credit? A. The only one thing which I did know or 
cared to know was the money was placed to the credit of the Bank. 

Q. But you give the impression that Travers was a man that would not give 
you any satisfaction, and yet you were a party to authorizing him to use the notes 
of the subscribers and to pledge your credit for the money that he was borrowing 5. 
do you think that sounds reasonable? A. Mr. Travers and Mr. Hunter at that 
time were negotiating with the securities to raise that money. 

Q. Mr. Hunter says he was not? <A. Well, he was with Mr. Travers; I did 
not know any further than that. 

Q. That is the way you desire to leave it? A. Yes. 


DR. JOHN FERGUSON, Recalled: 


Mr. CoMMISSIONER: You are already sworn; what do you know of a meeting 
of the 24th November, 1906? A. I could not say anything definitely as to date 
of any of the meetings, but I was always under the impression that the allotment 
of stock was performed at some ordinary regular meeting. There might have beer 
a meeting on that date, although I would not at all remember it now as to having: 
occurred at that date. 

Q. Would you recollect? A. There might be no minute of it. 

Q. Why not? <A. There might not; you see not keeping the minute book 
and knowing nothing of that, there might be a meeting at which we would allot: 
stock and probably no formal record made in the minute book. 

Q. -Were not these minutes kept? A. Yes, but this was so very close and 
probably the last meeting held, and I would not afterwards know of its being 
recorded. 

Q. The last recorded one is the 6th November, and this minute of the meet- 
ing of the 24th November was two days before the meeting of the subscribers ; 
will not your memory permit you to say how late? A. I have the impressiom 
from memory that there was some meeting close to the date at which we gave up 
our final connection with the organization work, but the date I could not give you. 
Q. You knew that a considerable part of the $250,000 that was sent to 

Ottawa to make a deposit had been borrowed on notes that the subscribers had given: 
for shares? A. Yes; certainly, I knew of that. 

Q. How did you come to be a party to the two resolutions, one authorizing 
_ Travers to use the notes for that purpose, and the other appointing him attorney 
to pledge your credit for the loans? A. The first one in July would be for the 
purpose of raising money upon those notes; later on, as advised by Mr. Travers, 
and I presumed he was acting under legal advice and I relied upon him; he was: 
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an experienced banker; in that matter, he stated to me that those notes should be 
made to the provisional directors, and by the provisional directors endorsed over 
for the purpose of securing the money. 

Q. The money borrowed? A. Yes, and that would lead of course to the 
subsequent resolution of the provisional directors appointing him attorney to 
endorse those notes made by the shareholders to the provisional directors, and to be 
endorsed in that way over for the purpose of securing the loan. 

Q. Where did you find your authority for using these notes for any such 
purpose? A. My authority was Mr. Travers’ own statement that as a banking 
transaction it was quite proper, and in addition to that I had my own judgment 
to guide me, and I believe that it was a perfectly correct transaction, these’ notes 
were made by shareholders to the provisional directors, the provisional directors 
endorsed them over and secured money on them when the shareholders did not 
have any ready cash, and consequently used them for making the deposit for them 
without implicating the Bank. 

Q. That is not what was done; what was done was to borrow the lump sum 
upon all the notes; used Mr. A’s note to borrow money to pay what B. ought to 
pay? <A. As to the specific detail of using the notes I did not know. 

Q. Was it not all wrong to do anything more, even assuming your view of 


the law was correct, than to authorize these notes to be discounted in order to © 


raise money for each subscriber? A. I thought that was done; I did not know 
of the bulk transaction. 

Q. That is not the form of your resolution; your resolution is not that he 
was to discount these notes—July 4th: “ Be authorized to endorse all notes made 
in favor of the bank for the purpose of raising money to make deposit”—? A. 
What would be in my mind would be what I am telling you now, that each note 
would be used as an individual transaction for each individual subscriber. 

Q. Can you tell me why it was that the later resolution authorizing him to 
pledge the credit of the provisional directors was not carried out? A. No, I did 
not know that was the form of the resolution, but the purpose under that resolution 
recited that Mr. Travers— 

Q. Well, it was a very serious matter for you to be personally answerable for 
an hundred ero dollars, did) not you take the trouble to find out whether you 
were or not? A. The trouble was this that I was advised at the time that the 
money had been secured and placed to the credit of the bank, so that it could not 
be improperly used. 


Q. You were present when this report of the 22nd November was adopted by 


the Board, I suppose? A. I do not remember what the record of the minutes 
would say, whether I was present or not, but I knew of the contents of the report. 
Q. That report is dated the 22nd November? A. Yes. 


Q. And in that the figures that are given are as they existed according to : 
the Bank’s books after the 24th November, because if there was a meeting on the — 


24th at which shares were allotted those shares ought to have been included in 


this amount, because your report was two days earlier? A. Just in there I could — 


not give you any information; my memory does not connect that transaction with — 


those individual shares or aiippmear. 


Q. That purports to be the minute of the special meeting held on the 24th — 
November at which it is said to have been moved by Mr. Fraser, and seconded by — 


you, that the following stock be allotted, look at that and see (Exhibit 92)? A. 
Oh well, if I seconded the resolution I would be present. 

Q. You say you have no memory; that is a copy? A. That may be a copy, 
and might or might not be correct; I say I cannot remember. 

Q. Look at the list of shareholders and see if you can tell; there is one 
prominent one at the top? A. I do not remember the names of, the shareholders 
as given there; I cannot remember, certainly I do not remember the one that you 
refer to there as being on the list. 
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Q. Did you appreciate what paragraph 4 of this report says (Exhibit 15): 
“The Board have to report in the first place that they have the sum of $577,200 
bona fide subscribed, and out of the subscriptions thereon they have paid in to the 
Treasury Department of the Dominion Government the sum of $250,000” ? A. 
I fully believed that there was that much subscribed, because that was the in- 
formation advanced by those that were keeping the record, and I believed and 
believe still that the securing of the money in the way it was secured was quite 
bona fide and quite a proper transaction. 

Q. Was it true that out of the subscriptions, on the stock subscribed, the 
provisional directors had paid in to the Treasury Department $250,000? A. Yes, 
I think so, using the funds secured in all these ways that it enabled them— 

Q. If you had to do this thing over again do you think you would put ft in 
that shape? A. I don’t know; I certainly would not object to the same arrange- 
ment of facts, that is taking a personal note from a subscriber and discounting it 
and using the money to his credit, as I understood the transaction to be done. 

Q. Do you know where the figures for the organization expenses that are 
mentioned in this report were got? A. They were taken from the books, as I 
presumed, and entered up there. 

Q. Do you mean to say that this Board did not take the trouble to verify any 
of the things that they were certifying to the shareholders? A. You see we had 
Mr. Smith as Secretary for a time, followed by Mr. Shaver, Mr. Lown was acting 
as chairman of the provisional board during that period; Mr. Travers was acting 
organizer, and I would accept without auditing the books myself personally the 
statements submitted. : 

Q. Did you look at the book to see if it agreed with the book? A. I don’t 

know that I did; I know I many a time looked through the books in verifying other 
_ statements made, whether I did that here or not I cannot say, but I know many 
many times I went through the columns of the books, verifying other features, but 
I cannot say as to that. 
Q. Were you present at the first meeting of shareholders? A. No, 


ALEXANDER FRASER, Recalled: 


Mr. COMMISSIONER: You have heard what has been going on here this 
morning, what do you say as to there having been a meeting on the 24th Novem- 
ber at which that resolution was passed? A. Is that the resolution of allotment? 

Q. Yes; moved by you; it says—A. I have no recollection; I have no 
doubt this would be correct if I moved it, I would think so, but I have no recollec- 
tion; if I moved it I would be there, but I have no recollection of the dates of any 
of the meetings at all. 

_ Q. Can you recollect how long before the first meeting of the subscribers the 
last meeting of the Provisional Directors was held? A. I should think it would 
be within two weeks. 

Q. That is two days according to that? A. I have been trying to recollect 
while the others were giving their evidence; I have a recollection of a meeting at 
which we spoke of the coming meetings of the shareholders pretty close to the time 
‘of their meeting. . 

Q. I should have thought there was one name on that that would have 
probably fixed the thing in your mind; look at the first name, a large subscription 
(on Exhibit 92)? A. I have no knowledge of that, nor did I have any 
knowledge that he had any connection with the organization till I learned from the 
newspapers after the meeting. 
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Q. If you were at that meeting you must have known that he was taking 
that, you moved it according to that minute? A. I have no recollection at all of 
that. 

Q. And that does not bring it to your mind? A. No, and I think it would. 

Q. Is the inclination of your mind that such a meeting was not held? A. 
No, I think there was a meeting held, but I did not know that that would be. 
returned that way. : 

Q. That that was a correct minute of what took place? A. I should not 
think the first entry was dealt with at that meeting, that would be my recollection 
distinctly ; because immediately after the meeting, the very day after the share- 
holders’ meeting when I learned from the newspapers what took place, not being 
present at the meeting myself I was very much astonished, and I remember that 
astonishment to the present day, and I would not be astonished if I had seen this 
subscription. 

Q. You were present when this report was adopted by the Provisional Board? 
I suppose (Exhibit 15)? <A. Yes. 

Mr. Lown tells us he drafted it, was it drafted in consultation with the 
other members of the Board, or was it his own production? A. My recollection 
is not distinct on that, but my impression is it was read to us; the business was 
generally prepared in advance of our meetings. 

You had not much to do to earn the fee you were getting if that was so? 
A. We discussed, of course, what was brought before us. 

Q. According to the report that was sent in to the Government, as I under- 
stand it, and according to the figures sent down as to the amount of stock sub- 
scribed, these shares in what purports to be the minutes of the meeting of the 
24th November as being allotted on that day, are included; how could that be in 
a report dated the 22nd November, two days before the meeting? A. I cannot 
enter into that; I have no explanation whatever of that. 

Q. Would you suggest that it was an error in the date? <A. It might be so. 

Q. You knew the directors had deliberately determined to raise what money 
was short to make up the $250,000 on the subscribers notes, and had authorized 
Travers to procure the money, you knew that? A. That is putting it not exactly 
as we would put it. 

Q. Put it the way you would put it? A. In the first place, and this may 
explain our position, some of the provisional directors were not sure that notes 
should be taken at all from subscribers, but at that time Mr. Travers assured us 
that we were wrong and he was right. We took legal advice on that point and had 
advice from Mr. Urquhart, who was retained by us some time previously and 
subsequently to advise us as to our actions. That advice was that Mr. Travers’ 
view was correct. We, therefore, took the notes, and considered that they were 
the equivalent of cash; we were so informed and understood that all that was 
regular and correct; the realizing on the notes in a proper way, as we thought 
would have been done, did not seem to us as far as I can remember anything of 
our discussions to have been anything but regular and correct. 

Q. But your resolution was not that he was to discount these notes, but he 
was to endorse all the notes for the purpose of raising money to make deposit with 
the Treasury Board? A. Does that mean that they could not be discounted ? 

Q. No; what I am calling your attention to is you did not tie him down to 
discounting them? A. As to the manner of raising the money I think we all 
felt that Mr. Travers was in.the position not merely of the responsible coming 
General Manager, but our adviser as to the correct way in which it should be done. 

Q. Surely it did not require any adviser to make it clear to you that you 
had no right to use Mr. Smith’s note to raise money to pay Mr. Jones’ subscription ? 
A. Certainly not, but we never imagined that that would be done, nor did we 
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know it was done as far as I know until after the bank closed, and proceedings 
were taken in Court. 

Q. Why did not you find out how the money had been raised, you had given 
authority to pledge your credit, as I judge from your resolution? <A. Yes. 

Q. Did you not take the trouble to find out whether your credit had been 
pledged, how the money had been raised, or did you leave it to Mr. Travers? A. 
The manner of doing it as far as I know, was left to Mr. Travers, but Mr. Travers 
reported that it had been done, and the money was to the credit of the bank and 

had been sent to Ottawa. 

| Q. Supposing he had endorsed your name under this authority, and the note 
had not been paid, did not you appreciate you would be personally lable to make 
good to the lender? A. Well, Mr. Travers had the handling of the transactions 
and I think that all of us had confidence in Mr. Travers’ integrity ; I do not suppose 
it ever occurred to any of us, in the circumstances it would be a most unusual 
thing for a man to do wrong at the beginning of an institution to which he ex- 
pected he would give his life work. 

Q. Let me ask you the same question I have asked the other two members 
of the Board who have been called: Was this a frank and accurate statement of 
fact, “The Board have to report in the first place that they have the sum of 
$579,200 bona fide subscribed ”—particularly I am asking your attention to what 
follows—“ And out of the subscriptions thereon they have paid in to the Treasury 
Department of the Dominion Government the sum of $250,000”? A. I believed 
that to be correct, because it is so stated to us. 

Q. Out of the subscriptions? A. Yes. We regarded subscriptions by 
note bona fide subscriptions; we regarded money raised properly on those notes to 
_ be bona fide subscriptions. 

Q. But surely it was not true that out of the subscriptions you paid $250,000? 
A. Why should not it, if the amount subscribed was correct why should not out 
of that amount the proper amount be sent? 

Q. Was not the proper thing to have said, “ The Provisional Directors have 
used these notes for the purpose of raising so much money, whatever it was, to 
make up the deposit? A. That would have been easily done if we had for one 
moment doubted the regularity of the transaction and the legality of it too, 
because you must remember at that time the point was never raised or dreamt of 
that these notes were not proper subscriptions so far as the provisional men were 
concerned. 

Q. Do you say raised, because you took advice? A. That was within our 
own meeting, and it was settled by Mr. Urquhart’s letter. 

Q. Is there anything lurking in this expression—you probably recollect the 
eloquent terms in which the draughtsman of this report spoke of the prospects and 
the future of the bank—the proviso is what I call attention to: “* Provided they 
are only loyal to the institution”. Where was the fly in the ointment that led to 
that? A. Well, sir, I am not prepared to say, but if I were guessing at the 
thing, if it were permissible to guess, I would say that is a very common expression 
at the annual meetings of such institutions. 

Q. I should hope not; you do not at the beginning suggest a doubt as to the 
loyalty of your subscribers? A. The co-operation of subscribers and friends 
and shareholders is always asked for and solicited at these meetings; I think it 
is a very common street expression. 

Q. May I suggest what might possibly have been the reason; I suppose you 
knew, at all events it was the fact, that certain of the subscribers had taken the 
ground that they had been induced to subscribe by false pretences, and had taken 
steps to have their subscriptions cancelled and the bank prevented from going on; 
was not that what was done leading to the expression? A. I think not, sir. I 
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think on that point this might be said, I think the provisional directors understood 
or believed they understood what was behind those proceedings and they certainly 
had the idea, rightly or wrongly, that these proceedings were purposely with the 
intention of embarrassing the organization, and the removal had brought expres- 
sions of regret— 

Q. From whom? A. From some of the subscribers that withdrew. 

Q. The removal of what? A. The removal of the suit. 

Q. I do not quite understand what that means; that you had been foolish 
enough to settle it? A. No, no, but we were told that the subscribers that had 
moved in the Laidlaw suit were sorry they had done, it, and would not have done 
it had they understood the true inwardness of that effort. 

-Q. Did they show their faith by their works, by giving back the money and 
being reinstated as shareholders? A. Speaking from what happened afterwards 
a carload from that section came down to endorse the bank and took part in 
endorsing the provisional Board’s action at a meeting of the shareholders, or two 
carloads, and did it unanimously. 

Q. I thought it had been said that the meeting was held very promptly 
before these people could get there? A. No, the report given to us and I think 
the record will show the meeting took place at the hour advertised, and on the 
arrival of these later a second meeting was held where everything was explained 
to their satisfaction. 

Q. What do you mean by saying what was behind this suit by the share- 
holders? A. The provisional directors felt that that suit was not a genuine suit, 
that is to say that it was to some extent invited; we may have been wrong in that 
idea. 

Q. What do you mean by invited? A. That it never would have taken 


place if these subscribers had not been approached and the actions suggested to 


them by outsiders. 


Q. Actuated by what motive? A. Actuated by probably personal motives, — 


and probably wider motives than personal ones, put personal motives it was ex- 


plained to us that way. We firmly held that opinion, and I think we hold it to the 


‘present day. 


Q. You apparently were not of the same opinion as some people that the 
powers of the provisional directors were very much limited, and that they had no 
right to deal with any of the assets of the bank? A. On the legal aspect of that — 


of course I could say nothing. 
Q. You were not advised as to that? A. Yes, we were advised. 
Q. By whom? A. We were advised by Urquhart. 


Q. No, no, I mean of using the notes to raise money? A. Well, so far as | 
that is concerned we understood and I believe we understood it on a definite state- 


ment, because we were frank in our discussion, that Mr. Travers had legal opinion — 
behind his position. 


Q. Do you mean to say that you were content with Mr. Travers’ statement 


and did not ask who it wag that gave that opinion? A. I would not say so; my 


recollection is that Mr. Travers told us. For instance, Mr. Travers told us that 


he did not wish to continue with Mr. Urquhart as counsel, and we had no objec- 
tion to the counsel that he named to advise him from day to day. 


Q. At all events you did not take any advice as to whether what you were 


doing was legal, lawful? A. That is in giving the power of attorney? 


Q. In using these notes for any purpose? A. Well, I do not know of any 
legal advice we got directly as a Board on that, I mean to say written, but I have 
no doubt and my recollection is, we had that explained to us as being proper and 


legal by Mr. Travers. 
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Mr. CoMMISSIONER: In the subscribers list I see Nesbitt 100 shares, and 
Gilchrist 30 shares. You see there is nothing in the minutes to show that the 
shares that are mentioned in this document, which purports to be the minute of 
the 24th November, were ever allotted; and, therefore, if this minute is correct, 
they were allotted only on the 24th of November; your report is dated the 22nd 
November, and all these shares which purport to have been allotted, amounting to 
nearly 200, on the 24th November, are included in this figure you have there (in 
Exhibit 15); what do you say about the date of that report? A. The date of 
that report may have been the date on which I drew it; it should possibly have 
been dated the 24th. 

Q. I do not see anywhere any minute of any meeting at which this report 
was approved or submitted except this meeting; look at that, and assuming that it 
is a minute of a meeting of the 24th, what do you say as to the date of the report? 
A. If this is a correct minute of the 24th (Exhibit 92), then the date of the report 
(Exhibit 15), should have been the 24th. 

Q. I want to see if your memory can be refreshed at all about this meeting; 
I see “ A..W. Lown”—A. That is not my initial. 

Q. Perhaps that is a mistake in the copy—one share allotted; would not you 
know when that was allotted to you? A. I would not remember the exact date 
of course. ; 

Q. Would not you know whether it was at the last meeting? A. It would 
be allotted to me at the last meeting, of; course. 

Q. I see the same day Mr. Hunter was allotted one share—looking at that 
are you able to say whether that meeting was held as the minute purports? <A. I 
cannot say whether it was held on the 24th or not, because that would be impos- 
sible for me to remember what took place on the 24th of November, 1906. 

Q. Except by knowing that that was two days before the meeting of sub- 
scribers; you were very much interested in this thing, you were to become a 
manager of one of the branches, and you had been Chairman? A. I could not 
recollect. 


GEORGE T. CLARKSON, Recalled: 


, Mr. ComMIssioNER: Where does that document come from (Exhibit 92)? 

A. I obtained this document personally in going over the files of the bank about 
three weeks or two weeks prior to the commencement of these sittings. 

Q. Was that the only copy you found? A. If my memory is right there 
were three copies, or perhaps the original and two copies. 

Q. Is that minute book of the provisional board (Exhibit 9) im the same 
condition as it was when it came into your hands? A. Absolutely. 

Q. There is nothing to indicate in that book that any meeting was held on 
the 24th of November? <A. There is not. : 

Q. You heard what Mr. Travers said about a signed minute having been 
produced on the examination for discovery; have you any knowledge of that? A. 
I was particularly interested in getting hold of this minute, because I had reason 
to believe when this bank first came into my hands that a lot of these stock sub- 
scriptions had been ante-dated, and beyond that I had come across some corres- 
pondence between Maccorquodale and Luxton which showed: that some of the 
subscriptions had been ante-dated as a matter of fact according to the date of the 
letters, and so I was looking for this minute and I could not find it, but prior to 
the sittings here I went over every file of correspondence in the bank personally, 
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and I came across two or three of these copies, and I remember drawing the condi- 
tion of the minute to the attention of Mr. Thompson and Mr. Hodgins. I believe 
the other copies differ from this somewhat in that there are one or two names left 
off which we had on this list, or perhaps inserted in writing; that is my memory. 

Q. Was that signed? A. No, sir, not to my memory. 

Q. If Travers is right what he speaks of would have taken place before the — 
books came into your hands? A. Yes, long before they came into my hands. 

Q. Where did you find Exhibit 93? A. That Exhibit came out of Mr. 
Fitzgibbon’s private desk in the head office of the bank. What happened was at 
the inception of these proceedings we were looking for some papers that could not 
be found, and Inspector Duncan insisted that they must have been present in the 
bank by reason of information given to. him; so we made a search in Mr. Fitzgib- 
bon’s desk and we found a lot of the papers, including those we were looking for 
amongst them. So I had them all taken out—I don’t know whether the Inspector 
had them intact himself, I think he took them away intact, but anyway when they 
came back to me they came back in a separate parcel, and they have been kept in a 
‘separate parcel ever since, and that was amongst them. 

Q. What is this Exhibit 93? A. To my mind it looks to me as though— ~ 
there are figures relating to the accounts of the bank drawn up by Mr. Fitzgibbon— 
to my mind it looks to md like a statement drawn up for writing up the cash book 
and not as a copy for writing up the permanent cash book so as to strike a balance. 

Q. As shown where? A. As shown in the permanent books. 

Q. .And had it any bearing on the representation that had been made to the 
Department of Finance? A. It has this connection, sir, that the representation 
made to the Department of Finance was that they had received $291,310 of capital 
stock subscriptions, and the first item starts out with collections of $291,310; the 
first two or three pages of those are later accounts_apparently. That was taken off 
that report to the Government. 

Q. And they started with that as the basis? A. As the basis of the account. 

‘ Q. And the account, I judge from what you were saying, was made out to 
make it agree with that? A. It is common sense that account was made for the 
purpose of casting up the books that way, not the books made up and the account 
copied from it. 

Q. ‘The preliminary expenses were entered, as we have already heard, the 
organization expenses, at $31,127.71? A. Yes, sir. 

Q. That is some $12,000 less than the actual sum expended? A. Yes. 

Q. What was the purpose of that as far as your knowledge as an accountant 
enables you to say? A. It means they were trying to hide $12,000 of expenses, 
and the way they did it was this, I think the accounts showed it to me when I went 
over them, and the evidence given proves it; they had $9,000 of cheques in the 
drawers which they carried in cash. 

Q. Cheques on account of shares? A. Yes, on account of shares. 

Q. Not debited to the bank? A. No, they had credited these mén with the 
same amounts as the cheques as having been paid on their stock out of the money 
borrowed on the notes, so they disregarded these cheques entirely; the cheques as 
cheques were not entered in the bank books at all; they carried them in their till 
as cash; then there was $3,700 left over out of borrowing from the Trusts & 
Guarantee Company, that made some $12,728. 

Q. How left over? A. Out of the $100,000 they had spent all but about 
$3,728. 

Q. Spent how? A. Spread it, spread $75,995, and they had used $20,000 
to cover securities which existed as securities and not as cash, and the balance it — 
left them $3,700; that with the $9,000 of cheques made $12,700 odd, and it is the. 
exact difference between. 
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Q. What did they do with that? A. Later on when they repaid the bor- 
rowings of the Trusts & Guarantee Company, they charged up ‘that $12, 000 as 
against organization expenses, bringing it again into the account. 

Q. You heard what Travers said? <A. Yes. 

Q. Is he mistaken about that? A. No, there is a charge of $12,000 made 
to the bank premises account, but if Mr. Travers ig right that that $10,000 applies 
to this, then the $12,000 charged against the Guarantee Company ‘took up some 
other expenditures by a similar amount. He is right that there was a charge of 
$10,000. You were asking me the other day about the prospectus. That is the 
only copy we have been able to find. It appears to be the one used in England. 
(This prospectus was subsequently filed as Exhibit 95). There is a statement in 
there (in Exhibit 63) showing the exact dealings with that $9,000 of cheques. 


F. C. CLARKSON, Recalled :. 


Mr. COMMISSIONER: What is that? A. That is an alphabetical list pre- 
pared from the Return Exhibit 5, stock subscriptions as represented in the docu- 
ments furnished as a list of shareholders when application for the certificate of the 
Treasury Board was made, and payments thereon to the 27th of November, 1906. 
Q. That shows in the first column the name of the subscriber? A. Yes, 

his address, the date of his application, the number of his shares, the amount, the 
date of the allotment and payments in cash to the 27th of November; the next 
column, payment by transfer of security, payment by note, and payment received 
on account of note to the 27th of November. 

Q.. That is another column? A. Yes. The next column shows the Trusts 
& Guarantee loan, how it was spread. 
| Q. How that was applied? A. Yes, and how it was applied towards share- 
holders. Next column is shares cancelled, giving the number of shares and the 
date of the cancellation. The next column is the Laidlaw accounts. 

Q. That is the shareholders that brought suit and were represented by Mr. 
Laidlaw? <A. Yes. 

Q. Is that an accurate statement from the books? A. Yes, sir. 

Exuisir 94: Alphabetical lst prepared from the Return exhibit 5, stock 
subscriptions as represented in the documents furnished as a list of shareholders 
when application for certificate of the Treasury Board was made, and payments 
thereon to the 2%?th November, 1906. 

Q. You have prepared a copy of the minute book of the provisional directors % 
A; ‘Yes, sir. 
meet Ts that ie. Aw. es, Bir. 

Q. The original you will require for the purpose of the liquidation? A. 
Yes, sir. 

This copy of minute book of provisional directors to be substituted for the 
original minute book, Exhibit 9. 

Q. What is this? A. This is a copy of the minutes of the permanent 
board. 

This copy of minute book permanent directors to be substituted for the 
original minute book, Exhibit 10. 

Q. I understand you: will require for the purpose of the liquidation, these 
two stock subscription books and the transfer books? A. Yes,-sir. 

Q. Is it practicable to get on with the liquidation without them? A. No, 
ib is not. | 

Q. ‘You will require the original records? A. Yes. 
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Q. If they are given out I suppose the liquidator will undertake to produce 
them at any time when they are required? A. We will undertake that. 

Mr. G. T. CLARKSON: Yes. 

Mr. COMMISSIONER: Then it can be noted that those books, after I have. 
examined them as far as I require to do so, may be handed out to Mr. Clarkson 
upon that undertaking. 


DR. JOHN FERGUSON, Recalled: 


Mr. ComMISsIONER: I see from the minutes of the provisional board that a 
prospectus was approved in order to be printed at a somewhat early date, do you 
remember that? A. Yes, there was a prospectus issued. 

Mr. Travers: March 2ist or 22nd, 1906, I think is the date. 

Mr. CoMMISSIONER: ‘There was one earlier than that. 

Mr. G. T. CLarKson: In the very first report of the acting Secretary in the 
meeting of the 26th August, 1904, that “ Mr. Lown and he would likewise report 
progress as to the prospectus ”’. 

Mr. Commissioner: At a meeting that was held before this minute book 
one of the conclusions arrived at was that it seemed desirable, (D) that 
Mr. Fraser and Mr. Lown be Pena to prepare material for prospectus, “and to 
enquire the cost of printing form”. I think further on the prospectus was ap-_ 
proved. I see November 28th, 1904: “The Secretary submitted a draft prospectus, 
which with certain amendments was adopted, and on motion of A. 5. Lown, — 
seconded by Mr. James Gallagher, 1,500 copies were ordered to be printed ”. Where 
is that prospectus? A. I do not know; there were some of them printed, how 
many I could not say, and I suppose perhaps some distribution of those was made 
at the time by some of the agents under Mr. Smith. 

Q. You cannot say where they are to be found? A. No, I have Tio a copy. 

Q. Ishould think the keeper of the Archives would have one of them. Look 
at that, was it that prospectus? (In the Return Exhibit 5)? <A. No, that was 
the one that was arranged after Mr. Travers came in.: 

Q. I would like to see that prospectus to see how far it compares with the — 
later one, whether it reflected the modesty of those who were looking after the | — 
business at that time. Then in March 22nd, 1906, I think Mr. Travers told us? ~ 
A. Yes, March, 1906. 

Q. It is on the 21st March, 1906: “ Moved by Dr. Ferguson; seconded by J. 
Watson: That the Prospectus as presented be approved of”. Is that the prospec- 
tus (in the Return Exhibit 5)? ‘A. I suppose that might be the one that Mr. 
Travers had; I think that is the one that Mr. Travers formulated. 

Q. The one commencing on page 10 of Exhibit 5? A. Yes. 

Q. Do you know anything of that one? <A. No, I never saw that one to 
my knowledge. 


ALEXANDER FRASER, Recalled: 


Mr. COMMISSIONER: Do you know anything about the prospectus that was 
approved on the 28th November, 1904? <A. Yes, sir. 

Q. Do you know where that prospectus is? A. No; they v were given to 
Mr. Smith for distribution by his agents. 

Q. You did not keep one? A. Well, I think there. were some of them in 
the office of the bank all the time the provisional men were there; what became of 
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them I don’t know, that is beyond those that were distributed. They were for Mr. 
Smith’s use and for his agents in offering stock. 

Q. Did you ever see that one (afterwards filed as Exhibit 95) : eA Act PAL aS 
no doubt I have. I have no clear recollection of having seen it before it was 
printed. 

Q. This is evidently one after the bank was organized and the Board had 
been elected? A. Oh, I do not recognize that; but there | was one issued before 
the bank was organized. 

Q. That is the one that appears in Exhibit 5 with cher name of Mr. Forget? 
A. Yes; I have never seen that other one then. 

Q. In the light of present events it is somewhat interesting reading: “ In- 
stead of incurring the heavy expenditure and investing large amounts in office 
premises, advertising, in cities and large towns, branches have been opened...... 
at minimum cost ”—I do not suppose you know much about that; I should have 
thought the office premises account was a pretty extravagant account. The next 
proposition is—it is in italics—after speaking of avoiding the competition of older 
established banks, by opening these branches; “This is clearly demonstrated by 
the fact that in less than four months after commencing business and accrued 
profit has been shown equal to over 6% per annum on the average paid, up capital 
during that time ”—what do you think of that? A. Well, sir, I had no connec- 
tion whatever with the bank after the permanent directors were appointed, I knew 
nothing of its affairs, absolutely nothing. 

Q. Then it is stated that judging by this and the fact that this result had 
been obtained during the worst months for banking during the year, from every 
indication the bank should be earning 10% per annum on the paid up capital by 
the end of this year. In all probabilities when that prospectus was issued the bank 
had lost every dollar of its capital? A. Of course that is a matter we could not 
possibly know. 

Q. I suppose you are not at all responsible; you were not an officer of the 
bank after the first meeting of the shareholders? A. No, sir. 

Q. Can you tell me: When you and Dr. Ferguson put forward, one proposing 
and the other seconding, the resolution to give up the business of attempting to 
organize the bank, and to divide the expenses among you—do you remember that? 
A. Yes. 

pet see bial was lost: {o“AL Yes: 

Q. Two voting for? A. And three against. 

‘Q. Who were the three who voted against? A. They were the other mem- 
bers; there were five on the Board. 

' Q. That would be Gallagher, Watson? A. And Lown. 

Q. That was before Mr. Travers came upon the scene? A. Yes, sir. 

Q. What were the reasons that led the majority to disapprove of what you 
proposed? A. They evidently were more hopeful in bringing the organization to 
a successful conclusion than we were. When we took up the matter, these were the 
three who were at the beginning of the organization and asked us to join them. 
We always considered. that they were the leading three among the provisional men. 
When we took it up we thought there would not be very much difficulty in securing 
subscriptions; as our experience grew as to that difficulty, I distinctly remember 
that we made this proposition, while we believed that we personally could pay back 
from ourselves the moneys expended— ~ 

Q. Have you any idea what the amount expended was at that time? A. I 
cannot recollect just now, but I remember that in making a division of what each 
man’s share would be of the five that we thought we could stand it. 

Q. What was the measure of your strength? A. It was not very large. 

Q. Would it be less than $5,000 that was spent then? A. Oh no. 

Q. It would be more than that? <A. Yes. : 
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Q. You cannot give even approximately the figures at this time? A. Well, 
J cannot recollect. The motion was defeated, and we were pretty much convinced 
ourselves that the hope the others then had, and the ways they saw before them 
would succeed. 

Q. When was it they turned you and Ferguson out of your positions of 
honor? A. We never took up the positions at any time with the intention of 
being more than helping our friends. 

Q. Did it at all synchronize with the rejection of your motion? A. Oh 


“no; we had abandoned the positions before then. 


Q. Evidently you did not approve of what was done when Mr. Lown deposed, 
or when the Board deposed Dr. Ferguson and put Mr. Lown in his place, you 
voted nay? <A. That was not our point of view. Our point of view was this, 
that when we took the matter up we did not expect it would be as onerous or as 
hard as it proved to be, and we had not the time to give to it. We desired relief 
as quickly as possible from the duties, and then Mr. Smith and Mr. Lown took 
them up. 

Q. Ido not know why, if that was so, you voted nay according to this? A. 
That is perhaps another question altogether; I understood you were still speaking 
of the abandonment. 

Q. Oh no, no; I am talking about when they decided that Mr. Lown should 
be the Chairman? A. I remember that point also. 

Q. What was the reason for that change that took place on the 13th of 
February, 1905, when Watson moved, seconded by Gallagher, that the motion ap- 
pointing Dr. Ferguson Chairman of the provisional board, and so on, be and is 
hereby rescinded, and that Mr. A. S. Lown is hereby appointed Chairman of the 
provisional board, and so on. You voted nay; the Chairman, apparently being in 
the chair, did not vote? A. We had reached the stage then when a man having 
a practical knowledge of banking was necessary, because moneys were being re- 
ceived and had to be properly handled, moneys on subscriptions. We discussed 
two or three men, one of whom we thought might be suitable, and one had been 
practically decided upon to take over the work of organization after Smith. Then 
we were unanimous as to that man, but between meetings we heard that his habits 
were not such that we could trust him, and the others did not think that Dr. Fer- 
guson and I were right in opposing him. It was a mere matter of detail and it 
brought about that. , 

Q. You are a little in error I think, judging from these minutes, because 
that motion that I just read to you having been carried, Mr. Lown took the chair; 
then Dr. Ferguson moved, seconded by you: “ That whereas it is manifested that 
the promotion expenses will be heavy, it is deemed unwise for the provisional 
directors to accept any remuneration for their services other than their necessary 
travelling expenses and legitimate disbursements, and whereas the provisional 
directors of the Farmers Bank of Canada have received certain sums for attending 
upon meetings, be it resolved that the same at once be refunded”. Another resolu- 
tion, moved by Dr. Ferguson, seconded by Alexander Fraser, “ That in view of the 
fact that the charter of the Farmers Bank will lapse at an early date and it is 
evident there are going to be grave difficulties in the way of disposing of the 
capital stock of the bank, be it resolved that all moneys paid in shares now placed 
be returned, and the expenses up to date be defrayed equally by the provisional 
directors”. Does that look as if you were trying to get back at the majority for 
having deposed the Chairman? A. No, the real thing there, Dr. Ferguson and 
I had not confidence in the man that the majority thought was suitable to do the 
office work and relieved myself particularly of what I was up to then doing in my 
spare time; then when the majority differed from us in that, the Chairman had to 
be changed in that because he would come in practically daily contact with the 
new man. 
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Q. There is nothing to show any conflict? A. I do not suppose these things 
would be minuted. 

Dr. Fercuson: If I may be allowed to give you my impression, I had ex- 
pressed the opinion previously that perhaps the wise course to take, would be to 
desist from further efforts at organization. Some of the others did not coincide 
with that view, and that friendly division took place; there was nothing acrimou- 
ious at all occurred ; it was in the best of feeling, and the arrangement was made 
by which Mr. Lown became Chairman, and then after that I wished formally to 
put myself on record with regard to the view that I had expressed previously to 
ceasing to be Chairman. 

Mr. CoMMIssIONER: Why did Mr. Fraser dissent? A. Dissent signified 
the non-approval of the main reason why, that is regarding the man; the man 
was decided upon, and a gentleman called on me and told me he understood that 
this man was to be entrusted with the office work and to lead in the organization 
of the bank; and he told me his habits were not very good. I reported that to my 
colleagues. and the three of them thought there was not much in that, they did 
not agree with me. 

Q. But you see what a malicious man, looking at the order in which these 
resolutions appear, might say it was plain what the object was—I am glad you 
have given that explanation—that having deposed the Chairman the deposed gen- 
tleman moved and Mr. Fraser seconded that they should lose all their fees? A. 
As a matter of fact the getting of the man, they pinned their hope on that to pull 
them out of their trouble. 

EXHIBIT 95: Prospectus of the General Development Company, offering 
(in England) capital stock of the Farmers Bank. 


The Commission adjourned. 


Certified correct MSS. pages 1 to 1879. 
i K. Nizxp,.C. 8. R., 
ia Official Reporter. 
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